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Preface 


The text of the present edition is copied from that of the fifth, the 
last published before Adam Smith’s death. The fifth edition has been 
carefully collated with the first, and wherever the two were found 
to disagree the history of the alteration has been traced through the 
intermediate editions. With some half-dozen utterly insignificant 
exceptions such as a change of ‘these’ to ‘those,’ ‘towards’* to ‘to- 
ward,’ and several haphazard substitutions of ‘conveniences’ for 
‘conveniencies,’ the results of this collation are all recorded in the 
footnotes, unless the difference between the editions is quite ob- 
viously and undoubtedly the consequence of mere misprints, such 
as ‘is’ for ‘it,’ ‘that’ for ‘than,’ ‘becasc’ for ‘because’. Even undoubted 
misprints arc recorded if, as often happens, they make a plausible 
misreading which has been copied in modem texts, or if they present 
any other feature of interest. 

As it does ijot seem desirable to dress up an eighteenth century 
classic entirely in twentieth century costume, I have retained the 
spelling of the fifth edition and steadily refused to attempt to 
make it consistent with itself. The danger which would be incurred 
by doing so may be shown by the example of ‘Cromwcl’. Few 
modem readers would hesitate to condemn this as a misprint, 
but it is, as a matter of fact, the spelling affected by Hume in his 
History, and was doubtless adopted from him by Adam Smith, 
though in the second of the two places where the name is men- 
tioned inadvertence or the obstinacy of the printers allowed the 
usual ‘Cromwell’ to appear till the fourth edition was reached, I 
have been equally rigid in following the original in the matter of 
the use of capitals and italics, except that in deference to modem 
fashion ! have allowed the initial words of paragraphs to appear 
in small letters instead of capitals, the chapter ^dings to be printed 
in a large size of upper and lower case roman instead of small italics, 
and the abbreviation ‘Chap.’ to be replaced by ‘Chapter’ in full. I 
have also allowed each chapter to begin on a fiesh page, as the old 
practice of beginnii^ a new chapter l^w the end of die preceding 
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one is inconvenient to a student who desires to use the book for ref- 
erence. The useless headline, ‘The Nature and Causes of the Wealth 
of Nations,’ which appears at the top of every pair of pages in the 
original has been replaced by a headline which changes with every 
chapter and, where possible, with every formal subdivision of a 
chapter, so that the reader who opens the book in the middle of a 
long chapter with several subdivisions may discover where he is 
immediately. The composition of these headlines has not always 
been an easy matter, and 1 hope that critics who arc inclined to 
condenm any of them will take into account the stnallness of the 
space available. 

The numbers of the Book and Chapter given in tlie margin of 
the original are relegated, with the very necessary addition of the 
number of the Part of the chapter (if it is divided into numbered 
parts), to the top of the page in order to make room for a marginal 
summary of the text. In writing this summary 1 have felt like an 
architect commissioned to place a new building alongside some 
ancient masterpiece: I have endeavoured to avoid on the one hand 


an impertinent adoption of Smith’s words and style, and on the 
other an obtrusively modern phraseology which might contrast 
impleasantly with the text. 

The original index, with some slight unavoidable changes of typo- 
graphy, is reprinted as it appeared in the third, fourth and fifth 
editions, but I have added to it, in square brackets, a large number 
of new articles and references. I have endeavoured by these ad- 
ditions to make it absolutely complete in regard to names of places 
and persons, except that it seemed useless to include the names 
of kings and others when used merely to indicate dates, and alto- 
gether vain to hope to deal comprehensively with ‘Asia,’ ‘England ’ 
Great Britain and ‘Europe’. I have inserted a few qtchwords 
which may aid in the recovery of particularly striking passages, 
such c I„™blc Jmd/ 'POK aud pan,,’ ■Rcalto.’ 'ShL 
k«[«rs, nat,on of I have not thought it dcsitabic to add to the 

mcrce jmd Labour, since these might easily be enlarged till 
they included nearly everything in the book. Authorils ex- 

fncluidf 

-hhh a„ the audtotiti. tefet^ n, in STaS 
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notes, and in the Editor’s notes are collected together. This will, 

I hope, be found useful by students of the history of economics. 

The Author’s references to his footnotes are placed exactly where 
he placed them, though their situation is often somewhat curiously 
selected, and the footnotes themselves arc printed exactly as in the 
fifth edition. The Editor’s notes and additions to Smith’s notes 
arc in square brackets. Critics will probably complain of the 
trivial character of many of the notes which record the result of 
the collation of the editions, but I would point out that if 1 had 
not recorded all the differences, readers would have had to rely 
entirely on my expression of opinion that the unrecorded differences 
were of no interest. The evidence having been once collected at 
the expense of very considerable labour, it was surely hcttdt to put 
It on record, especially as these trivial notes, though numerous, if 
collected together would not occupy more than three or four pages 
of the present work. Moreover, as is shown in the Editor’s Intro- 
duction, the most trivial of the differences often throw interesting 
light upon Smith’s way of regarding and treating his work. 

The other notes consist chiefly of references to sources of Adam 
Smith’s information. Where he quotes his authority by name, no 
difficulty ordinarily arises. Elsewhere there is often little doubt 
about the matter. The search for authorities has been greatly 
facilitated by the publication of Dr. Bonar’s Catalogue of the Library 
of Adam Smith in 1894, ^^^^d of Adam Smith’s Lectures in 1896. 
The Catalogue tells us what books Smith had in his possession 
at his death, fourteen years after the Wealth of Nations was pub- 
lished, while the Lectures often enable us to say that a particular 
piece of information must have been taken from a book pub- 
lished before 1763. As it is known that Smith used the Advocates’ 
Library, the Catalogue of that library, of which Part II was printed 
in 1776, has also been of some use. Of course a careful comparison 
of words and phrases often makes it certain that a particular state- 
ment must have come from a particular source. Nevertheless many 
of the references given must be regarded as indicating merely a 
possible source of information or inspiration. I have refrained from 
quoting or referring to parallel passages in other authors when it is 
impossible or improbable that Smith ever saw them. That many 
more references might be given by an editor gifted with omnis- 
cience I know better than any one. To discover a reference has ofttm 
taken hours of labour; to fafl to discover one has often taken days. 
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When Adam Smith misquotes or clearly misinterprets his 
authority, I note the fact, but I do not ordinarily profess to decide 
whether his authority is right or wrong. It is neiAer possible nor 
desirable to rewrite the history of nearly all ccononoic institutions 
and a great many other institutions in the form of footnotes to the 
fVealth of Nations. 

Nor have I thought well to aiticise Adam Smith’s theories hi the 
light of modern discussions. I would beseech any one who thljnks 
that this ought to have been done to consider seriously whaf it 
would mean. Let him review the numerous portly volumes wluch 
modem inquiry has produced upon every one of the immense 
number of subjects treated by Adam Smith, and ask himself 
whethd: he really thinks the order of subjects in the IVealth of 
Nations a convenient one to adopt in an economic encyclopaedia. 
The book is surely a classic of great historical interest which should 
not be overlaid by the opinions and criticisms of any subsequent 
moment — still less of any particular editor. 

Much of the heavier work involved in preparing the present 
edition, especially the collation of the original editions, has been 
done by my friend Mrs. Norman Moor, without whose untiring 
assistance the book could not have been produced. 

Numerous friends have given me the benefit of their knowledge 
of particular points, and my hearty thanks are due to them, 

E. C. 

London School of Economics, 1904 
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Editor’s Introduction 


The first edition of the Wealth of Nations was pubhshcd on the 9th of 
March, ^ 1776, in two volumes quarto, of which the first, containing 
Books I., II. and III., has 510 pages of text, and the second, contain- 
ing Books IV. and V., has 587. The title-page describes the author as 
‘Adam Smith, LL.D. and F.R.S. Formerly Professor of Moral 
Philosophy in the University of Glasgow’. There is no pceface or 
index. The whole of the Contents are printed at the beginning of 
the first volume. The price was 16s.® 

The second edition appeared early in 1778, priced at £2 2S.,® but 
differing litde in appearance from its predecessor. Its pages very 
nearly correspond, and the only very obvious difference is that the 
Contents are now divided between the two volumes. There are, 
however, a vast number of small differences between the first and 
second editions. One of the least of these, the alteration of ‘late’ 
to ‘present,’ * draws our attention to the curious fact that writing 
at some time before the spring of 1776 Adam Smith thought it safe 
to refer to the American troubles as ‘the late disturbances’,® We 
cannot tell whether he thought the disturbances were actually over, 
or only that he might safely assume they would be over before the 
book was pubhshed. As ‘present disturbances’ also occurs close to 
‘late disturbances,’ * we may perhaps conjecture that when correct- 
ing his proofs in the winter of 1775-6, he had altered his opinion 
and only allowed ‘late’ to stand by an oversight. A very large pro- 
portion of the alterations arc merely verbal, and made for the sake 
of greater elegance or propriety of diction, such as the frequent 
change from ‘tear and wear’ (which occurs also in Lectures, p. 208) 
to the more ordinary ‘wear and tear’. Most of the footnotes appear 
first in the second edition. A few corrections as to matters of &ct are 
made, such as that in relation to the percentage of the tax on silver 
m Spanish America (vol. i., pp. 188, 189). Figures arc corrected at 

* John Rac, Life of Adm Smith, 1895, p. 384^ * Ibid,, p. 385. • Ibid,, p. 324. 

* Below, vol i., p* 524; vol. ii., p. 475. 

^ See vol ii., p. 90, as well as the passages referred to in the previous note. 

* Vol ii., pp, 85, 98, 130. 

xiii 
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vol. i,, p. 366, and voL iL, pp. 418, 422. New information is added 
here and there: an additional way of raising money by fictitious bills 
is described in the long note at vol. i., p. 330; the details from Sandi 
as to the introduction of the silk manufacture into Venice are added 
(vol. i., p. 429); so also are the accounts of the tax on servants in 
Holland (vol. ii., p. 385), and the mention of an often forgotten but 
important quality of the land-tax, the possibility of reassessment 
within the parish (vol. ii., p. 371). There arc some interesting altera- 
tions in the theory as to the emergence of profit and rent fr^m 
primitive conditions, though Smith himself would probably be 
surprised at the importance which some modern inquirers attach to 
the points in question (vol. i., pp. 53-6). At vol. i., pp. 109, 1 10, the 
fallaciou!, argument to prove that high profits raise prices more than 
high wages is entirely new, though the doctrine itself is asserted in 
another passage (vol. ii., p. 113). The insertion in the second edition 
of certain cross-references at vol. i., pp. 217, 349, which do not 
occur in the first edition, perhaps indicates that the Digressions on 
the Corn Laws and the Bank of Amsterdam were somewhat late 
additions to the scheme of the work. Beer is a necessary of Ufe in one 
place and a luxury in another in the first edition, but is nowhere a 
necessary in the second (vol. i., p. 488; vol. ii ,p.40o). The epigram- 
matic condemnation of the East India Company at vol. ii., p. 154, 
appears first in the second edition. At vol. ii., p. 322, we find ‘Chris- 
tian’ substituted for ‘Roman Catholic,’ and the English puritans, 
who were ‘persecuted’ in the first edition, are only ‘restrained’ in the 
second (vol. ii,, p. 102) — defections from the ultra-protestant stand- 
point perhaps due to the posthumous working of the influence of 
Hume upon his friend. 

Between the second edition and the third, published at the end 
of 1784,^ there are considerable differences. The third edigon is in 
three volumes, octavo, the first running to the end of Book II., 
chapter ii., and the second from that point to the end of the chapter 
on Colonies, Book IV., chapter viii. The author by this time had 
overcome die reluctance he felt in 1778 to have his office in the cus- 
toms added to his other distinctions* and consequently appears on 
the title-page as ‘Adam Smith, LL.D. and F.R.S. of London and 
Edinburgh: one of the commissioners of his Majesty’s Customs in 
Scotland; and formerly professor of Moral Philosophy in the 
University of Glasgow’. The imprint is ‘London: printed for 
^ Rac, Life of Adam Smith, p. 362. ^ Ibid., p. 323. 
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A. Strahan; and T, CadcU, in the Strand’. This edition was sold at 
one guinea.^ Prefixed to it is the following ‘Advertisement to the 
Third Edition: 

The first Edition of the following Work was printed in the end 
of the year 1775, and in the beginning of the year 1776. Through 
the greater part of the Book, therefore, whenever the present 
state of things is mentioned, it is to be understood of the state they 
were in, either about that time, or at some earlier period, during 
the time I was employed in writing the Book. To this^ third 
Edition, however, I have made several additions, particularly to 
the chapter upon Drawbacks, and to that upon Bounties; likewise 
a new chapter entitled, The Conclusion of the Mercantile System; 
and a new article to the chapter upon the expences of the sove- 
reign. In all these additions, the present state of things means always 
the state in which they were during the year 1783 and the be- 
ginning of the present® year 1784. 

Comparing the second and the third editions we find that the 
additions to the third are considerable. As the Preface or ‘Adver- 
tisement’ just quoted remarks, the chapter entitled ‘Conclusion of 
the Mercantile System’ (vol. ii., pp. 159-81) is entirely new, and so 
is the section ‘Of the Public Works and Institutions which are 
necessary for facilitating particular Branches of Commerce’ (vol. ii., 
pp. 253-82). Certain passages in Book IV., chapter iii., on the absur- 
dity of the restrictions on trade with France (vol. i., pp. 496-7 and 
521-2), the three pages near the beginning ofBook IV., chapter iv., 
upon the details of various drawbacks (vol. ii., pp. 4-7), the ten 
paragraphs on the herring fishery bounty (vol. ii., pp. 24-9) with 
the appendix on the same subject (pp. 487-9), and a portion of the 
discussion of the effects of the com bounty (vol. ii., pp. 13-14) also 
appear first in the third edition. With several other additions and 
corrections of smaller size these passages were printed separately in 
quarto under the title of ‘Additions and Corrections to the First and 
Second Editions of Dr. Adam Smith’s Inquiry into the Nature and 
Causes of the Wealth of Nations’.* Writing to Cadell in Decem- 
ber, 1782, Smith says: 

I hope in two or three months to send you up the second edition 

^ Rae, p. 362. • Edition 4 alters ‘this* to ‘the*. * Edition 4 omits ‘present*. 

* They are frequently found at the end of existing bound copies of the second 
edition. The statement in Rae, Ufe of Adam Smith, p. 362, that they were published in 
1783 is a mistake; cp. the ‘Advertisement to the Third Edition* above. 
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corrected in many places, with three or four very considerable 
additions, chiefly to the second volume. Among the rest is a short 
but, I flatter myself, a complete history of all the trading com- 
panies in Great Britain. These additions I mean not only to be in- 
serted at their proper places into the new edition, but to be printed 
separately and to be sold for a shilling or half a crown to , the 
purchasers of the old edition. The price must depend on the iulk 
of the additions when they arc all written out.^ 

Besides the separately printed additions there are many minor 
alterations between the second and third editions, such as the coiii- 
placent note on the adoption of the house tax (vol. ii., p. 370), the 
correctiofn of the estimate of possible receipts from the turnpikes 
(vol. ii., p. 248, note), and the reference to the expense of the 
American war (vol. ii., p. 460), but none of these is of much con- 
sequence. More important is the addition of the lengthy index sur- 
mounted by the rather quaint superscription ‘N.B. The Roman 
numerals refer to the Volume, and the figures to the Page*. We 
should not expect a man of Adam Smith’s character to make his 
own index, and we may be quite certain that he did not do so when 
we find the misprint ‘tallic’ in vol. ii., p. 361, reappearing in the 
index (5.1/. Montauban) though ‘taillc’ has also a place there. 
But the index is far from suggesting the work of an unintelligent 
hack, and the fact that the ‘Ayr bank’ is named in it {s.v. Banks), 
though nameless in the text, shows cither that the index-maker had 
a certain knowledge of Scotch banking history or that Smith cor- 
rected his work in places. That Smith received a packet from 
Strahan ‘containing some part of the index’ on 17th November, 
1784, we know from his letter to Cadcll, published in the Economic 
Journal for September, 1898. Strahan had inquired whiedier the 
index was to be printed in quarto along with the Additions and 
Corrections, and Smith reminded him that the numbers of the 
pages would all have to be altered to ‘accommodate them to cither 
of the two former editions, of which the pages do not in many 
places correspond’. There is therefore no reason for not treating the 
index as an integral part of the book. 

The fourth edition, published in 1786, is printed in the same style 
and with exactly the same pagination as the third. It reprints the 
advertisement to the third edition, altering, however, the phrase 
^ Rae, Ufe of Adam Smith, p. 362. 
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‘this third Edition’ into ‘the third Edition/ and ‘the present year 
1784’ into ‘the year 1784/ and adds the following ‘Advertisement 
to the Fourth Edition’: 

In this fourth Edition I have made no alterations of any kind. I 
now, however, find myself at liberty to acknowledge my very 
great obligations to Mr. Henry Hop^ of Amsterdam. To that 
Gentleman I owe the most distinct, as well as liberal information, 
concerning a very interesting and important subject, the Bank of 
Amsterdam; of which no printed account had ever appeared to 
me satisfactory, or even intelligible. The name of that Gendeman 
is so well known in Europe, the information which comes from 
him must do so much honour to whoever has been ^voured 
with it, and my vanity is so much interested in making this 
acknowledgment, that I can no longer refuse myself the 
pleasure of prefixing this Advertisement to this new Edition of 
my Book. 

In spite of his statement that he had made no alterations of any 
kind. Smith cither made or permitted a few trifling alterations 
between the third and fourth editions. The subjunaive is very 
frequently substituted for the indicative after ‘if,’ the phrase ‘if it 
was’ in particular being constantly altered to ‘if it were’. In the note 
at vol. i., p. 78, ‘late disturbances’ is substituted for ‘present dis- 
turbances’. The other differences arc so trifling that they may be 
misreadings or unauthorised correaions of the printers. 

The fifth edition, the last published in Smith’s lifetime and con- 
sequently the one from which the present edition has been copied, 
is dated 1789. It is almost identical with the fourth, the only differ- 
ence being that the misprints of the fourth edition are corrected in 
the fifth and a considerable number of fresh ones introduced, while 
several false concords — or concords regarded as false — arc corrected 
(sec vol. i., p. 1 19; vol. ii., pp. 245, 282).* 

^ Corrected to ‘Hope* in edition 5. The celebrated firm of Hope, merchant-bankers 
in Amsterdam, was founded by a Scotchman in the seventeenth century (see Sir 
Thomas Hope in the Dictionary of NrUional Biography)* Henry Hope was bom in 
Boston, Mass., in 1736, and passed six years in a banking house in England before he 
joined his relatives in Amsterdam. He became a partner with them, and on the death 
of Adrian Hope the conduct of the whole of the business of the firm devolved upon 
him. When the French invaded Holland in 1794 He retired to England. He dkd on 
a5th February, i8ii, leaving ^1,160,000 (Gcntleman^s Magazine^ March, 1811). 

* Most modem editions arc copied from the fourth edition. Thorold Rogers* 
edition, however, though said in the preface to be copied from the fourth, ai a matter 
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It is clear from the passage at voL ii., p. 200, that Smith regarded 
the title ‘An Inquiry into the Nature and Causes of the Wealth of 
Nations’ as a synonym for ‘political oeconomy,’ and it seems perhaps 
a little surprising that he did not call his book 'Political (Economy' or 
'Principles of Political (Economy'. But we must remember that the 
term was still in 1776 a very new one, and that it had been used in the 
title of Sir James Steuart’s great book, An Inquiry into the Principles 
of Political (Economy: being an Essay on the Science of Domestic Piflicy 
in Free Nations, which was published in 1767. Nowadays, of coitse, 
no author has any special claim to exclusive use of the title. We 
should as soon think of claiming copyright for the title ‘Arithmetic’ 
or ‘Elements of Geology’ as for ‘Principles of Political Economy’. 
But in ‘^776 Adam Smith may well have refrained from using it 
simply because it had been used by Steuart nine years before, 
especially considering the fact that the Wealth of Nations was to be 
brought out by the publishers who had brought out Steuart’s 
book.^ 

From 1759 at the latest an early draft of what subsequently de- 
veloped into the Wealth of Nations existed in the portion of Smith’s 
lectures on ‘Jurisprudence’ which he called ‘Police, Revenue and 
Arms,’ the rest of ‘Jurisprudence’ being ‘Justice’ and the ‘Laws of 
Nations.’ Jurisprudence he defined as ‘that science which inquires 
into the general principles which ought to be the foundation of the 
laws of all nations,’ or as ‘the theory of the general principles of law 
and government’.* In forecasting his lectures on the subjea he told 
his students: 

The four great objects of law arc justice, police, revenue 

and arms. 


of filct follows the third. In one instance, indeed, the omission of ‘so’ befoitt ^as long as’ 
at vol. i., p. 47, line 9 (in the present edition), Rogers’ text agreed with that of the 
fourdi edition rather than the third, but this is an accidental coincidence in error; the 
error is a particularly easy one to make and it is actually corrected in the errata to the 

fotir+Vi _ iT. /vu _ * 


fourth edition, so that it is not really the reading of that edition. The fifth edition must 
«d wi th a spurious ‘fifth edition with additions’ in 2 vols., 8 vo, publi Acd in 


not be confused with a spurious w lui m * vois., ovo, puonsnea in 

Dublin in 1793 with the ‘Advertisement’ to the third edition deliberately falsified by 
the substitution of ‘fifth* for ‘third’ in the sentence ‘To this third edition however I 
have made several additions*. It is perhaps the existence of this spurious ‘fifth edition’ 
which h^ led several writers {e.g,, Rae, Life of Adam Smith, p. 293) to ignore the 
genume fifth edition. The sixth edition is dated 1791. 

was ‘printed for A. Millar, and T. CadcU, m foe Strand’: and foe 
Wealth of Nations ‘for W. Strahan; and T. CadcU, in the Strand’. 

^ctures on Justice, Police, Revenue and Arms, delivered in the University of Qasgow 
by Adam S^fo. Reported by a student in 1763, and edited with an Introduction and 
Notes by Edwin Cannan, i8^, pp. i, 3. 
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The object of justice is the security from injury, and it is 
the foundation of civil government. 

The objects of police arc the cheapness of commodities, public 
security, and cleanliness, if the two last were not too minute for 
a lecture of this kind. Under this head we will consider the 
opulence of a state. 

It is likewise necessary that the magistrate who bestows his time 
and labour in the business of the state should be compensated for 
it. For this purpose and for defraying the expenses of government 
some fund must be raised. Hence the origin of revenue. The sub- 
ject of consideration imdcr this head will be the proper means of 
levying revenue, which must come from the people by taxes, 
duties, &c. In general, whatever revenue can be raised Itiost in- 
sensibly from the people ought to be preferred, and in the sequel 
it is proposed to be shown how far the laws of Britain and odicr 
European nations arc calculated for this purpose. 

As the best police cannot give security unless the government 
can defend themselves from foreign injuries and attacks, the 
fourth thing appointed by law is for this purpose; and under this 
head will be shown the different species of arms with their 
advantages and disadvantages, the constitution of standing armies, 
militias, &c. 

After these will be considered the laws of nations. . . .^ 

The connection of revenue and arms with the general principles 
of law and government is obvious enough, and no question arises 
as to the explanation on these heads given by the forecast. But to 
’consider the opulence of a state’ under the head of ‘police’ seems at 
first sight a little strange. For the explanation wx turn to the begin- 
ning of the part of the lectures relating to Police. 

Police is die second general division of jurisprudence. The name 
is French, and is originally derived from Ac Greek TtoXirefa, 
which properly signified the policy of civil government, but now 
it only means the regulation of Ae inferior parts of government, 
Piz,: cleanliness, security, and cheapness or plenty.* 

That Ais definidon of Ac French word was correct is well shown 
by the following passage from a book which is known to have 


* Lectures, pp. 5 , 4 » 


» Ibil, p. 154. 
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been in Smith’s possession at his death, ^ Biclfcld’s Institutiom 
politiques, 1760 (tom. i., p. 99)- 

Le premier President du Harlay en recevant M. d’Argenson i 
la charge de lieutenant general de police dc la ville de Paris, 
lui adressa ces paroles, qui m^ritent d'etre remarquees: Le 
Roi, Monsieur, vous demande sihrcte, nettete, bon-marche. 
En efFet ces trois articles comprennent toutc la police, qui 
forme le troisieme grand objet de la politique pour I’intcrieiir de 
I’Etat. 

When we find that the chief of the Paris police in 1697 was ex- 
pected to provide cheapness as well as security and cleanliness, we 
wondefless at the inclusion of ‘cheapness or plenty’ or the ‘opulence 
of a state’ in ‘jurisprudence’ or ‘the general principles of law and 
government’. ‘Cheapness is in fact the same thing with plenty,’ 
and ‘the consideration of cheapness or plenty’ is ‘the same thing’ as 
‘the most proper way of securing wealth and abundance’.* If Adam 
Smith had been an old-fashioned believer in state control of trade 
and industry he would have described the most proper regulations 
for securing wealth and abundance, and there would have been 
nothing strange in this description coming under the ‘general prin- 
ciples of law and government’. The actual strangeness is simply the 
result of Smith’s negative attitude — of his belief that past and 
present regulations were for the most part purely miscliievous. 

The two items, cleanliness and security, he managed to dismiss 
very shortly: ‘the proper method of carrying dirt from the streets, 
and the execution of justice, so far as it regards regulations for pre- 
venting crimes or the method of keeping a city guard, though useful, 
arc too mean to be considered in a general discourse of this kind’.* 
He only offered the observation that the establishment of arts and 
commerce brings about independency and so is the best police for 
preventing crimes. It gives the common people better wages, and 
‘in consequence of this a general probity of manners takes place 
through the whole country. Nobody will be so mad as to expose 
himself upon the highway, when he can make better bread in an 
honest and industrious manner.’ ^ 

He then came to ‘cheapness or plaity, or, which is the same thing, 
the most proper way of securing wealth and abundance’. He began 

I sScc James Bonar, Catalogue of the Uhrary of Adam Smith, 1894. 

Uctures, p. 157. » Bid., p. 154. 4 Bid., p. 156. 
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this part of the subject by considering the ‘natural wants of mankind 
which are to be supplied/ ^ a subject which has since acquired the 
title of ‘consumption* in economic treatises. Then he showed that 
opulence arises from division of labour, and why this is so, or how 
the division of labour ‘occasions a multiplication of the product,’ * 
and why it must be proportioned to the extent of commerce. ‘Thus/ 
he said, ‘the division of labour is the great cause of the increase of 
public opulence, which is always proportioned to the industry of 
the people, and not to the quantity of gold and silver as is foolishly 
imagined’. ‘Having thus shown what gives occasion to public opu- 
lence,’ he said he would go on to consider: 

First, what circumstances regulate the price of commoditys: 

Secondly, money in two different views, first as the measure of 
value and then as the instrument of commerce: 

Thirdly, the history of commerce, in which shall be taken notice 
of the causes of the slow progress of opulence, both in ancient 
and modern times, which causes shall be shown either to affect 
agriculture or arts and manufactures: 

Lastly, the effects of a commercial spirit, on the government, 
temper, and manners of a people, whether good or bad, and 
the proper remedies.^ 

Under the first of these heads he treated of natural and market 
price and of differences of wages, and showed ‘that whatever police 
tends to raise the market price above the natural, tends to diminish 
public opulence’.^ Among such pernicious regulations he enumer- 
ated taxes upon necessaries, monopoUes, and exclusive privileges of 
corporations. Regulations which bring market price below natural 
price he regarded as equally pernicious, and therefore he condemned 
the com bounty, which attracted into agriculture stock which 
would have been better employed in some other trade. ‘It is by far 
the best police to leave things to their natural course.’ ® 

Under the second head he explained the reasons for the use of 
money as a common standard and its consequential use as die 
instrument of commerce. He showed why gedd and silver were 
commonly chosen and why coinage was introduced, and proceeded 
to explain the evils of tampering with the currency, and the diffi- 
culty of keeping gold and silver money in circulation at the same 

* Ltcium^ p. 157. • p. 163. • Ihid.^ pp. i 7 a- 3 - 

• md,, p. 178* • * P^ 
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time. Money being a dead stock, banks and paper credit, which 
enable money to be dispensed with and sent abroad, arc beneficial. 
The money sent abroad will ‘bring home materials for food, clothes, 
and lodging,’ and, ‘whatever commodities arc imported, just so 
much is added to the opulence of the country’.^ It is ‘a bad police 
to restrain’ banks. ^ Mun, ‘a London merchant/ affirmed ‘tlwt as 
England is drained of its money it must go to ruin’.® ‘Mr. Gee; like- 
wise a merchant,’ endeavoured to ‘show that England would Jjioon 
be ruined by trade with foreign countries,’ and that ‘in almost all 
our commercial dealings with other nations we arc losers’.^ Mr. 
Hume had shown the absurdity of these and other such doctrines, 
though even he had not kept quite clear of ‘the notion that public 
opulente consists in money’.® Money is not consumable, and ‘the 
consumptibility, if we may use the word, of goods, is the great 
cause of human industry’.® 

The absurd opinion that riches consist in money had given rise 
to ‘many prejudicial errors in practice,’ ^ such as the prohibition of 
the exportation of coin and attempts to secure a favourable balance 
of trade. There will always be plenty of money if things are left 
to their free course, and no prohibition of exportation will be 
effectual. The desire to secure a favourable balance of trade has led 
to ‘most pernicious regulations/ ® such as the restrictions on trade 
with France, 

The absurdity of these regulations will appear on the least 
reflection. All commerce that is carried on betwixt any two coun- 
tries must necessarily be advantageous to both. The very intention • 
of commerce is to exchange your own commodities for others 
which you think will be more convenient for you. When two 
men trade between themselves it is undoubtedly for the advantage 
of both. . . . The case is exactly the same betwixt any two nations. 
The goods wliich the English merchants want to import from 
France are certainly more valuable to them than what they give 
for them.® 

These jealousies and prohibitions were most hurtful to the richest 
nations, and it would benefit France and England especially, if ‘all 
national prejudices were rooted out and a free and uninterrupted 


^ Lectures^ p. 192. 
* Ibid., p. 196. 

’ Ibid., p. 200. 
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commerce established*.^ No nation was ever ruined by this balance 
of trade. All poUtical writers since the time of Charles 11. had been 
prophesying ‘that in a few years wc would be reduced to an abso- 
lute state of poverty/ but ‘we find ourselves far richer than before’.* 
The erroneous notion that national opulence consists in money 
had also given rise to the absurd opinion that ‘no home consumption 
can hurt the opulence of a country’.® 

It was this notion too that led to Law’s Mississippi scheme, com- 
pared to which our own South Sea scheme was a trifle.* 

Interest does not depend on the value of money, but on the 
quantity of stock. Exchange is a method of dispensing with the 
transmission of money.® 

Under the third heading, the history of commerce, or the causes 
of the slow progress of opulence, Adam Smith dealt with ‘first, 
natural impediments, and secondly, the oppression of civil govern- 
ment’.® He is not recorded to have mentioned any natural impedi- 
ments except the absence of division of labour in rude and barbarous 
times owing to the want of stocks But on the oppression of civil 
government he had much to say. At first governments were so 
feeble that they could not offer their subjects that security without 
which no man has any motive to be industrious. Afterwards, when 
governments became powerful enough to give internal security, 
they fought among themselves, and their subjects were harried by 
foreign enemies. Agriculture was hindered by great tracts of land 
being thrown into the hands of single persons. This led at first to 
cultivation by slaves, who had no motive to industry; then came 
tenants by steelbow (metayers) who had no sufficient inducement 
to improve the land; finally the present method of cultivation by 
tenants was introduced, but these for a long time were insecure in 
their holdings, and had to pay rent in kind, which made them liable 
to be severely affected by bad seasons. Feudal subsidies discouraged 
industry, the law of primogeniture, entails, and the expense of trans- 
ferring land prevented the large estates from being divided. The 
restrictions on the export of com helped to stop the progress of 
agriculture* Progress in arts and commerce was also hindered by 
slavery, as well as by the ancient contempt for industry and com- 
merce, by the want of enforcement of contracts, by the various 
difficulties and dangers of transport, by the establishment of fidrs, 

* Uc^m, p. ao6. * nwU, p. 207. * p. 209. * Ibid., pp. 21 1-19. 
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markets and staple towns, by duties on imports and exports, and by 
monopolies, corporation privileges, the statute of apprenticeship and 
bounties.^ 

Under the fourth and last head, the influence of commerce on 
the manners of a people, Smith pronounced that ‘whenever com- 
merce is introduced into any country probity and punctuality always 
accompany it’.* The trader deals so often that he finds honesty i$ the 
best policy. ‘Politicians are not the most remarkable men in the world 
for probity and punctuality. Ambassadors from different nations 
are still less so,’ * the reason being that nations treat with one another 
much more seldom than merchants. 

But certain inconveniences arise from a commercial spirit. Men’s 
views tre confined, and ‘when a person’s whole attention is be- 
stowed on the seventeenth part of a pin or the eightieth part of a 
button,’^ he becomes stupid. Education is neglected. In Scotland 
the meanest porter can read and write, but at Birmingham boys of 
six or seven can earn threepence or sixpence a day, so that their 
parents set them to work early and their education is neglected. To 
be able merely to read is good as it ‘gives people the benefit of 
religion, which is a great advantage, not only considered in a pious 
sense, but as it affords them subject for thought and speculation.’ 
There is too ‘another great loss which attends the putting boys too 
soon to work’. The boys throw off parental authority, and betake 
themselves to drunkenness and riot. The workmen in the commer- 
cial parts of England are consequently in a ‘despicable condition; 
their work through half the week is sufficient to maintain them, and 
through want of education they have no amusement for the other 
but riot and debauchery. So it may very justly be said that the peo- 
ple who clothe the whole world are in rags themselves.’ • 

Further, commerce sinks courage and extinguishes martiiai spirit; 
the defence of the country is handed over to a special class, and the 
bulk of the people grow effeminate and dastardly, as was shovm by 
the fact that in 1745 ‘four or five thousand naked unarmed High- 
landers would have overturned the government of Great Britain with 
little difficulty if they had not been opposed by a standing army’*^ 

To remedy these evils introduced by commerce ‘would be an 
objea worthy of serious attention.’ 

Revenue, at any rate in the year when the notes of his lectures 


1 Uctures pp « Ibid p 253. » Ibid., p. 254. * Ibid., p. 25s. 
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were made, was treated by Adam Smith before the last head of 
police just discussed, ostensibly on the ground that it was in reality 
one of the causes of the slow progress of opulence.^ 

Originally, he taught, no revenue was necessary; the magistrate 
was satisfied with the eminence of his station and any presents he 
might receive. The receipt of presents soon led to corruption. At 
first too soldiers were unpaid, but this did not last. The earliest 
method adopted for supplying revenue was assignment of lands to 
the support of government. To maintain the British government 
would require at least a fourth of the whole of the land of the coun- 
try. ‘After government becomes expensive, it is the worst possible 
method to support it by a land rent.’ ^ Civilisation and expensive 
government go together. * 

Taxes may be divided into taxes upon possessions and taxes upon 
commodities. It is easy to tax land, but difficult to tax stock or 
money; the land tax is very cheaply collected and does not raise 
the price of commodities and thus restrict the number of persons 
who have stock sufficient to carry on trade in them. It is hard on the 
landlords to have to pay both land tax and taxes on consumption, 
which fact ‘perhaps occasions the continuance of what is called the 
Tory interest’,* 

Taxes on consumptions are best levied by way of excise. They 
have the advantage of ‘being paid imperceptibly,’ ^ since ‘when we 
buy a pound of tea we do not reflect that the most part of the price 
is a duty paid to the government, and therefore pay it contentedly 
as though it were only the natural price of the commodity’.* Such 
taxes too arc less likely to ruin people than a land tax, as they can 
always reduce their expenditure on dutiable articles. 

A fixed land tax like the English is better than one which varies 
with the rent like the French, and ‘the English are the best fiinanciers 
in Europe, and their uxes are levied with more propriety than 
those of any other country whatever’,* Taxes on importation are 
hurtful because they divert industry into an umiatural channel, but 
taxes on exportation arc worse. The common belief that wealth 
consists in money has not been so hurtful as might have1;>ecn ex- 
pected in regard to taxes on imports, since it has accidentally led 
to the encouragement of the import of raw material and discourage- 
ment of the import of manufactured articles,’ 

» Uftures, p. 236. • Ibid., p. 239. * tbil, pp. 241. 242. ^ Ibid., pp. 242. 243. 
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From treating of revenue Adam Smith was very naturally led on 
to deal with national debts, and this led him into a discussion of the 
causes of the rise and fall of stocks and the practice of stock-jobbing.^ 

Under Arms he taught that at first the whole people goes out to 
war: then only the upper classes go and the meanest stay to cultivate 
the ground. But afterwards the introduction of arts and manufac- 
tures makes it inconvenient for the rich to leave their business, and 
the defence of the state falls to the meanest. ‘This is our present con- 
dition in Great Britain.’ ^ Disciphne now becomes necessary atid 
standing armies are introduced. The best sort of army is ‘a militia 
commanded by landed gentlemen in possession of the pubUc offices 
of the nation,’ ^ which ‘can never have any prospect of sacrificing 
the liberties of the country’. This is the case in Sweden. 

Now let us compare with this the drift of the Wealth of Nations, 
not as it is described in the ‘Introduction and Plan,’ but as we find 
it in the body of the work itself. 

Book I. begins by showing that the greatest improvement in the 
productive powers of industry is due to division of labour. Froni 
division of labour it proceeds to money, because money is necessary 
in order to facilitate division of labour, which depends upon ex- 
change. This naturally leads to a discussion of the terms on which 
exchanges are effected, or value and price. Consideration of price 
reveals the fact that it is divided between wages, profit and rent, and 
is therefore dependent on the rates of wages, profit and rent, so that 
it is necessary to discuss in four chapters variations in these rates. 

Book II. treats first of the nature and divisions of stock, secondly 
of a particularly important portion of it, namely money, and the 
means by which that part may be economised by the operations 
of banking, and thirdly the accumulation of capital, which is con- 
nected with the employment of productive labour. Foiirthly it 
considers the rise and fall of the rate of interest, and fifthly and lastly 
the comparative advantage of different methods of employing 
capital. 

Book III* shows that the natural progress of opulence is to direct 
capital, first to agriculture, then to manufactures, and lastly to 
foreign commerce, but that this order has been inverted by the 
policy of modem European states. 

Book IV. deals with two diflFercnt systems of political economy: 
(i) the system of commerce, and (2) the system of agriculture, but 

1 Uctures, pp. 147-52. • Ibid., p. 261. • Ibid., p. 263. 
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the space given to the former, even in the first edition, is eight times 
as great as that given to the latter. The first cliapter shows die ab- 
surdity of the principle of the commercial or mercantile system, 
that wealth is dependent on the balance of trade; the next five dis- 
cuss in detail and show the futility of the various mean and malig- 
nant expedients by which the mercantilists endeavoured to secure 
their absurd object, namely, general protectionist duties, prohibi- 
tions and heavy duties directed against the importation of goods 
from particular countries with which the balance is supposed to be 
disadvantageous, drawbacks, bounties, and treaties of commerce. 
The seventh chapter, which is a long one, deals with colonies. 
According to the forecast at the end of chapter i. this subject comes 
here because colonies were established in order to encoufage ex- 
portation by means of peculiar privileges and monopolies. But in 
the chapter itself there is no sign of this. The history and progress of 
colonies is discussed for its own sake, and it is not alleged that im- 
portant colonies have been founded with the object suggested in 
chapter i. 

In the last chapter of the Book, the physiocratic system is de- 
scribed, and judgement is pronounced against it as well as the com- 
mercial system. The proper system is that of natural liberty, which 
discharges the sovereign fiom ‘the duty of superintending the indus- 
try of private people and of directing it towards the employments 
most suitable to the interest of the society*. 

Book V. deals with the expenses of the sovereign in performing 
the duties left to him, the revenues necessary to meet those expenses 
and the results of expenses exceeding revenue. The discussion of 
expenses of defence itidudcs discussion of different kinds of military 
organisation, courts of law, means of maintaining public works, 
education, and ecclesiastical establishments. 

Putting these two sketches together we can easily see how closely 
related the book is to the lectures. 

The title ‘Police* being dropped as not sufficiently indicating the 
subject, there is no necessity for the mention of cleanliness, and ffie 
remarks on security arc removed to the chapter on the accumu- 
lation of capital. The two seaions on the natural wants of mankind 
arc omitted,^ illustrating once more the difficulty which iconomists 
have generally felt about consumption. The next four sections, on 
division of labour, develop into the first three chaptas of Book L 

There is a reminiscence of them in die chapter on Rent, vol. i., pp. 182-^3. 
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of the Wealth of Nations. At this point in the lectures there is an 
abrupt transition to prices, followed by money, the history of com- 
merce and the effects of a commercial spirit, but in the Wealth of 
Nations this is avoided by taking money next, as the machinery 
by the aid of which labour is divided, and then proceeding by a 
very natural transition to prices. In the lectures the discussion' of 
money led to a consideration of the notion that wealth consisted in 
money and of all the pernicious consequences of that delusion in Re- 
stricting banking and foreign trade. This was evidently overloading 
the theory of money, and consequently banking is postponed to the 
Book about capital, on the ground that it dispenses with money, 
which is a dead stock, and thus economises capital, while the com- 
mercial J)olicy is relegated by itself to Book IV. In the lectures, again, 
wages are only dealt with slightly under prices, and profits and rent 
not at all; in die Wealth of Nations wages, profits and rent arc dealt 
with at length as component parts of price, and the whole produce 
of the country is said to be distributed into them as three shares. 

The next part of the lectures, that deahng with the causes of the 
slow progress of opulence, forms the foundation for Book III. of the 
Wealth of Nations. The influence of commerce on maimers disappears 
as an independent heading, but most of the matter dealt with under 
it is utilised in the discussions of education and military organisation. 

Besides consumption, two other subjects, stock-jobbing and the 
Mississippi scheme, which are treated at some length in the lectures, 
arc altogether omitted in the Wealth of Nations. The descripdon of 
stock-jobbing was probably left out because better suited to the 
youthful hearers of the lectures than to the maturer readers of the 
book. The Mississippi scheme was omitted. Smith himself says, be- 
cause it had been adequately discussed by Du Vcmey. 

Here and there discrepancies may be found between the Dj^inions 
expressed in the lectures and those expressed in the book. The rea- 
sonable and straightforward view of the effects of the com bounty 
is replaced by a more recondite though less satisfactory doctrine. 
The remark as to die inconvenience of regulations on foreign com- 
merce having been alleviated by the fact that they encourage trade 
widi countries firom which imported raw materials eatn<» and dis- 
courage it with those firom whicdi manufiictutcd goods camc^ does 
not reappear in the book. The passage in the Lectures is probably 
much condaised, and perhaps misrepresents what Adam Smith 
* See aboinr, p. xxv. 
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said. If it does not, it shows him to have been not entirely free from 
protectionist fallacies at the time the lectures were delivered.^ 

There are some very obvious additions, the most prominent being 
the account of the French physiocratic or agricultural system which 
occupies the last chapter of Book IV. The article on the relations of 
church and state (Bk. V., ch. L, pt. in., art. 3) also appears to 
be a clear addition, at any rate in so far as the lectures on police 
and revenue are concerned, but, as we shall sec presently, tradition 
seems to say that Smith did deal with ecclesiastical establishments 
in this department of his lectures on jurisprudence, so that possibly 
the lecture notes are deficient at this particular point, or the sub- 
ject was omitted for the particular year in which the notes were 
taken. Then there is the long chapter on colonics. The fact t>f colo- 
nies having attracted Adam Smith’s attention during the interval 
between the lectures and the publication of his book is not very 
surprising when we remember that the interval coincided almost 
exactly with the period from the beginning of the attempt to tax 
the colonies to the Declaration of Independence. 

But these additions are of small importance compared with the 
introduction of the theory of stock or capital and unproductive 
labour in Book IL, the slipping of a theory of distribution into the 
theory of prices towards the end of Book I., chapter vi., and the 
emphasising of the conception of annual produce. These changes 
do not make so much real difference to Smith’s own work as might 
be supposed; the theory of distribution, though it appears in the 
title of Book I., is no essential part of the work and could easily 
be excised by deleting a few paragraphs in Book L, chapter vi., 
and a few lines elsewhere; if Book IL were altogether omitted the 
other Books could stand perfeedy well by themselves. But to sub- 
sequent economics they were of fundamental importance. They 
setded the form of economic treatises for a century at least. 

They were of course due to the acquaintance with the French 
l^cHomistcs which Adam Smith made during his visit to France 
with the Duke of Bucclcugh in i764-~^« It has been said that he 
might have been acquainted with many works of this school before 
the notes of his lectures were taken, and so he might. But the 
notes of his lectures are good evidence to show that as a matter 
of fact he was not, or at any rate that he had not asdmilated their 
main economic theories. When we find that there is no trace of 

1 See below, pp. xlvi, xlvii, for a conjecture on this subject. 
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these theories in the Lectures and a great deal in the Wealth ofNationSy 
and that in the meantime Adam Smith had been to France and 
mixed with all the prominent members of the ‘sect/ including 
their master, Quesnay, it is difficult to understand why we should 
be asked, without any evidence, to refrain from believing that he 
came imder physiocratic influence after and not before or during 
his Glasgow period. 

The confession of faith of the J^conomistes is embodied in Qmps- 
nay’s Tableau J^cotwmique, which one of them described as worthy 
of being ranked, along with writing and money, as one of the three 
greatest inventions of the human race.^ It is reprinted on the next 
page but one from the facsimile of the edition of I759» published 
by the British Economic Association (now the Royal Economic 
Society) in 1894. 

Those who arc curious as to the exact meaning of the zigzag 
lines may study Qiicsnay’s Explication, which the British Economic 
Association published along with the table in 1894. For our present 
purposes it is sufficient to see (i) that it involves a conception of 
the whole arniual produce or reproduction of a country; (2) that 
it teaches that some labour is unproductive, that to maintain the 
annual produce certain ^avances' are necessary, and that this amiual 
produce is 'distributed*. Adam Smith, as his chapter on agricultural 
systems shows, did not appreciate the minutiae of the tabic very 
highly, but he certainly took these main ideas and adapted them as 
well as he could to his Glasgow theories. With those theories the 
conception of an annual produce was in no way inconsistent, and 
he had no difficulty in adopting aimual produce as the wealth of a 
nation, though he very often forgetfully falls back into older ways 
of speaking. As to unproductive labour, he was not prepared to 
condemn the whole of Glasgow industry as sterile, but wts ready 
to place the mediaeval retainer and even the modern menial servant 
in dhc unproductive class. He would even go a httlc farther and put 
along with them all whose labour did not produce particular vendi- 
ble objeas, or who were not employed for the money-gain of their 
employers. Becoming somewhat confused among these distinctions 
and the physiocratic doctrine of ^avances* he imagined a close con-^ 
nexion between the employment of productive labour and the 
accumulation and employment of capitd. Hence with the aid of the 
common observation that where a capitalist appears, labourers 
’ Below, vol. ii., p. 200, note 2. 
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soon spring up, he arrived at the view that the amount of capital 
in a country determines the number of ‘useful and productive* 
labourers. Finally he slipped into his theory of prices and their com- 
ponent parts the suggestion that as the price of any one commodity 
is divided between wages, profits and rent, so the whole produce is 
divided between labourers, capitalists, and landlords. 

These ideas about capital and unproductive labour arc certainly 
of great importance in the history of economic theory, but they 
were fundamentally unsound, and were never so universally ac- 
cepted as is commonly supposed. The conception of the wealth of 
nations as an annual produce, annually distributed, however, has 
been of immense value. Like other conceptions of the kind it was 
certain to come. It might have been evolved direct from Davenant 
or Petty nearly a century before. We need not suppose that some- 
one else would not soon have given it its place in English economics 
if Adam Smith had not done so, but that need not deter us from re- 
cording the fact that it was he who introduced it, and that he intro- 
duced it in consequence of his association with the iconomistes. 

If we attempt to carry the history of the origin of the Wealth of 
Nations farther back than die date of the lecture notes in 1763 or 
thereabouts, we can still find a small amount of authentic infor- 
mation. We know that Smith must have been using practically the 
same divisions in his lectures in 1759, since he promises in the 
last paragraph of the Moral Sentiments published in that year, ‘an- 
other discourse* in which he would ‘endeavour to give an account 
of the general principles of law and government, and of the different 
revolutions they have undergone in the different ages and periods 
of society, not only in what concerns justice, but in what concerns 
police, revenue and arms, and whatever else is the object of law.’ 
It seems probable, however, that the economic portion of the 
lectures was not always headed ‘police, revenue, and arms,* since 
Millar, who attended the lectures when they were first delivered in 
1751-2, says: 

In the last part of his lectures he examined those political regu- 
lations which arc founded not upon the principle of justice^ J>\it 
that of expediency, and which arc calculated to increase the riches, 
the power and the prosperity of a state. Under this view^ he con- 
sidered the political institutions relating to commerce, to finances, 
to ecclesiastical and military establishments. What he delivered on 
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these subjects contained the substance of the work he afterwards 

published under the tide of ‘An Inquiry into the Nature and 

Causes of the Wealth of Nations\^ 

Of course this is not necessarily inconsistent with the economic 
lectures having been denominated police, revenue, and arms, even 
at that early date, but the italicising of justice’ and ‘expediency/ 
if due to Millar, rather suggests the contrary, and there is no deny- 
ing that the arrangement of ‘cheapness or plenty* under ‘police* 
may very well have been an afterthought fallen upon to justify the 
introduction of a mass of economic material into lectures on Juris- 
prudence, As to the reason why that introduction took place the cir- 
cumstances of Smith’s first active session at Glasgow suggest another 
motive besides his love for the subject, which, we may notice, did 
not prevent him from publishing his views on Ethics first. 

His first appointment at Glasgow, it must be remembered, was 
to the Professorship of Logic in January, 1751, but his engagements 
at Edinburgh prevented his performing the duties that session. Be- 
fore the beginning of next session he was asked to act as deputy for 
Craigie, the Professor of Moral Philosophy, who was going away 
for the benefit of his health. He consented, and consequendy in the 
session of 1751-2 he had to begin the work of two professorships, as 
to one of which he had very litde previous warning.* Every teacher 
in such a position would do his best to utilise any suitable material 
which he happened to have by him, and most men would even 
stretch a point to utilise even what was not perfectly suitable. 

Now we know that Adam Smith possessed in manuscript in the 
hand of a clerk employed by him certain lectures which he read at 
Edinburgh in the winter of 1750-1, and we know that in diese 
lectures he preached the doctrine of the beneficial effects of freedom, 
and, according to Dugald Stewart, ‘many of the most important 
opinions in the Wealth of Nations". There existed when Stewart 
wrote, ‘a short manuscript drawn up by Mr, Smith in the year 
1755 and presented by him to a society of which he was then a 
member’, Stewart says of this paper: 

Many of the most important opinions in The Wealth of Nations 

^ Dugal 4 Stewart, in his ‘Account of the Life and Writings of Adam Simth/ read 
to the Royal Society of Edinburgh in 1793 and published in Adam Snnth*s post- 
humous Bssap an PhiiosaphktU Subjects^ 1795, p. xviii. Sec Rae, Uje af Aam Smith, 
PP- S 3 -S‘ 

* Rae, Ufe af Adm Smith, pp. 42-5. 

W.N. 1-B 
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arc there detailed; but I shall quote only die following sentences: 
‘Man is generally considered by statesmen and projectors as the 
materials of a sort of poUtical mechanics. Projectors disturb 
nature in the course of her operations in human affairs; and it 
requires no more than to let her alone, and give her fair play in 
the pursuit of her ends that she may estabUsh her ow^ designs.' 
And m another passage: ‘Little else is requisite to carrj^^ a state to 
the highest degree of opulence from the lowest barbayism, but 
peace, easy taxes, and a tolerable administration of justidp; all the 
rest being brought about by the natural course of things. All 
governments which thwart tins natural course, which foreV things 
into another channel or which endeavour to arrest the progress 
of society at a particular point, are unnatural, and to support them- 
selves are obliged to be oppressive and tyrannical. — A great part 
of the opinions,’ he observes, ‘enumerated in this paper is treated 
of at length in some lectures which I have still by me, and which 
were written in the hand of a clerk who left my service six years 
ago. They liave all of them been the constant subjects of my lec- 
tures since I first taught Mr. Craigic’s class, the first winter I spent 
in Glasgow, down to this day, without any considerable variation. 
They had all of them been the subjects of lectures which I read at 
Edinburgh the winter before I left it, and I can adduce innumer- 
able witnesses both from that place and from this, who will 
ascertain them sufficiently to be mine.’ ^ 

It seems then that, when confronted with the two professorial 
chairs in 1751, Smith had by him some lectures on progress, very 
likely explaining ‘the slow progress of opulence,’ and that, as any- 
one in such circumstances would have liked to do, he put them 
into his moral philosophy course. ^ 

As it happened, there was no diifficulty in doing this. It seems 
nearly certain that Craigic himself suggested that it should be done. 
The request that Smith would take Craigie’s work came through 
Cullen, and in answering Cullen’s letter, which has not been pre- 
served, Smith says, ‘You mention natural jurisprudence and politics 
as the parts of his lectures which it would be most agreeable for 
me to teach. I shall very willingly undertake both.’ * Craigic doubt- 
less knew what Smith had been lecturing upon in Edinburgh in the 
previous winter and called it ‘politics’. 

^ Stewart, in Smith’s Essays, pp. bexx, Ixxxi. * Rae, Ufe of Adam Smith, pp. 43-4. 
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Moreover the traditiems of the Chair of Moral Philosophy, as 
known to Adam Smith, required a certain amount of economics. 
A dozen years earlier he had himself been a student when Francis 
Hutcheson was professor. So &r as we can judge from Hutcheson^s 
System of Moral Philosophy, which, as Dr. W. R. Scott has shown, ^ 
was already in existence whai Smith was a student, though not 
published till 1755, Hutcheson lectured first on Ethics, next upon 
what might very well be called Natural Jurisprudence, and thirdly 
upon Civil Polity. Through the two latter parts a considerable 
quantity of economic doctrine is scattered. 

In considering ‘The Necessity of a Social Life,’ Hutcheson points 
out that a man in solitude, however strong and instructc 4 in the 
arts, ‘could scarce procure to himself the bare necessaries of life even 
in the best soils or climates’. 

Nay ’tis well known that the produce of the labours of any 
given number, twenty for instance, in providing the necessaries 
or conveniences of life, shall be much greater by assigning to one 
a certain sort of work of one kind in which he will soon acquire 
skill and dexterity, and to another assigning work of a different 
kind, than if each one of the twenty were obliged to employ 
himself by turns in all the different sorts of labour requisite for his 
subsistence without sufficient dexterity in any. In the former 
method each procures a great quantity of goods of one kind, and 
can exchange a part of it for such goods obtained by the labours 
of others as he shall stand in need of. One grows expert in tillage, 
another in pasture and breeding cattle, a third in masonry, a 
fourth in the chase, a fifth in iron-works, a sixth in the arts of die 
loom, and so on throughout the rest. Thus all arc supplied by 
means of barter with the works of complete artists. In the other 
method scarce any one could be dexterous and skilful in any one 
sort of labour. 

Again, some works of the highest use to multitudes can be 
effectually executed by the joint labours of many, which the 
separate labours of the same number could never have executed. 
The joint force of many can repel dangers arising from savage 
beasts or bands of robbers which might have been fatal to many 

^ W. R. Scott, Pramis Hutcheson, 1900, pp. 210, 231. In the Inpyduction to Moral 
Philosophy, 1747, Polity is replaced by ‘CEconomicks and Politics,* but KEcon- 
omicks* only means domestic law, i.e., the rights of husbands and wives* parents and 
childien, masters and servants. 
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individuals "were they separately to encounter them. The joint 
labours of twenty men will cultivate forests or drain marshes, for 
farms to each one, and provide houses for habitation and indo- 
sures for their flocks, much sooner than the separate labours of the 
same number. By concert and alternate relief they can keep 
a perpetual watch, which without concert they could not> 
accomplish.^ ( 

In explaining the ‘Foundation of Property' Hutcheson says that \ 
when population was scanty, the country fertile and the climate ' 
mild, there was not much need for developing the rules of property, \ 
but as things are, ‘universal industry is plainly necessary for the 
support of mankind’ and men must be excited to labour by self- 
interest and family affection. If the fruits of men’s labours are not 
secured to them, ‘one has no other motive to labour than the general 
affection to his kind, which is commonly much weaker than the 
narrower affections to our friends and relations, not to mention the 
opposition which in this case would be given by most of the selfish 
ones’. Willing industry could not be secured in a communistic 
society.^ 

The largest continuous block of economic doctrine in the System 
of Moral Philosophy is to be found in the chapter on ‘The Values of 
Goods in Commerce and the Nature of Coin’ which occurs in the 
middle of the discussion of contracts. In this chapter it is pointed out 
that it is necessary for commerce that goods should be valued. 
The values of goods depend on the demand for them and the diffi- 
culty of acquiring them. Values must be measured by some com- 
mon standard, and this standard must be something generaUy desired, 
so that men may be generally willing to take it in exchange. To 
secure this it should be something portable, divisible without loss, 
and durable. Gold and silver best fulfil these requirements. XI fint 
dicy were used by quantity or weight, without coinage, but even- 
tually the state vouched for quantity and quahty by its stamp. The 
stamp being ‘easy workmanship’ adds no considerable value. ‘Coin 
is ever valued as a commodity in commerce as well as other goods; 
atid that in proportion to the rarity of the metal, for the demand is 
univenal.’ The only way to raise its value artificially would be by 
restricting the produce of the mines. 

We say indeed commonly, that the rates of labour and goods 
^ System of Moral Philosophy, voL L, pp. 288, 289. • Ibid., vol. i., pp. 319-21. 
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have risen since these metals grew plenty; and that the rates of 
labour and goods were low when the metals were scarce; con- 
ceiving the value of the metals as invariable, because the legal 
names of the pieces, the pounds, shillings or pence, continue to 
them always the same till a law alters them. But a day’s digging 
or ploughing was as uneasy to a man a thousand years ago as it is 
now, though he could not then get so much silver for it: and a 
barrel of wheat, or beef, was then of the same use to support the 
human body, as it is now when it is exchanged for four times as 
much silver. Properly, the value of labour, grain, and cattle are 
always pretty much the same, as they afford the same uses in life, 
where no new inventions of tillage or pasturage cause a greater 
quantity in proportion to the demand.^ 

Lowering and raising the coins are unjust and pernicious opera- 
tions. Copious mines abate the value of the precious metals. 

The standard itself is varying insensibly; and therefore if we 
would settle fixed salaries which in all events would answer the 
same purposes of Hfe, or support those entituled to them in the 
same condition with respect to others, they should neither be fixed 
in the legal names of coin, nor in a certain number of ounces of 
gold and silver. A decree of state may change the legal names; 
and the value of the ounces may alter by the increase or decrease 
of the quantities of these metals. Nor should such salaries be fixed 
in any quantities of more ingenious manufactures, for nice con- 
trivances to faciUtatc labour may lower the value of such goods. 
The most invariable salary would be so many days labour of men, 
or a fixed quantity of goods produced by the plain inartificial 
labours, such goods as answer the ordinary purposes of hfe. Quan- 
tities of grain come nearest to such a standard.® 

Prices of goods depend upon the expenses, the interest of money 
employed, and the ‘labours too, the care, attention, accounts and 
correspondence about them’. Sometimes we must ‘take in also the 
condition of the person so employed,’ since ‘the expense of his 
station of life must be defrayed by the price of such labours; and they 
deserve compensation as much as any other. This additional price 
of their labours is the just foundation of the ordinary profit of 
merchants,’ 


^ System of Moral Philosophy, vol. ii., p. 58. 


• Ibid., voL ii., pp. 6a, 63, 



xxxviii editor’s introduction 

In the next chapter, on ‘The Principal Contracts in a Social Life,’ 
we find the rent or hire of unfruitful goods, such as houses, justified 
on the ground that the proprietor might have employed his money 
or labour on goods naturally fruitful. 

If in any way of trade men can make far greater gains by help 
of a large stock of money than they could have made without it, 
’tis but just that he who supplies them with the money, the neces- 
sary means of this gain, should have for the use of it some share <» 
the profit, equal at least to the profit he could have made by pur* 
chasing things naturally fruitful or yielding a rent. This shows thd 
just foundation of interest upon money lent, though it be not 
naturally fruitful. Houses yield no fruits or increase, nor will some 
arable grounds yield any without great labour. Labour employed 
in managing money in trade or manufactures will make it as fruit- 
ful as anything. Were interest prohibited, none would lend except 
in charity; and many industrious hands who are not objects of 
charity would be excluded from large gains in a way very advan- 
tageous to the public,^ 

Reasonable interest varies with the state of trade and the quantity 
of coin. In a newly settled country great profits are made by small 
sums, and land is worth fewer years’ purchase, so that a higher in- 
t^cst is reasonable. Laws in settling interest must follow ‘these nat- 
ural causes,’ otherwise they will be evaded.^ 

In the chapter ‘Of the Nature of Civil Laws and their Execution,’ 
wc find that after piety the virtues most necessary to a state arc 
sobriety, industry, justice and fortitude. 

Industry is the natural mine of wealth, the fund of all stores for 
exportation by the surplus of which beyond the value of what a 
nation imports, it must increase in wealth and power. Ciligent 
agriculture must furnish the necessaries of life and the materials 
for all manufactures; and all mechanic arts should be encouraged 
to prepare them for use and exportation. Goods prepared for ex- 
port should generally be free from all burdens and taxes, and so 
should the goods be which arc necessarily consumed by the arti- 
ficers, as much as possible; that no other country be able to under- 
sell like goods at a foreign market. Where one country alone has 
certain materials, they may safely impose duties upon them when 

System of Moral Philosophy, vol. ii., pp. 71-2. * ifnl, voL ii„ p. 73. 
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exported; but such moderate ones as shall not prevent the con- 
sumption of them abroad. 

If people have not acquired an habit of industry, the cheapness 
of aU the necessaries of Hfe rather encourages sloth. The best 
remedy is to raise the demand for all necessaries; not merely by 
premiums upon exporting them, which is often useful too; but 
by increasing the number of people who consume them; and when 
they are dear, more labour and application will be requisite in 
all trades and arts to procure them. Industrious foreigners should 
therefore be invited to us, and all men of industry should Hve with 
us immolested and easy. Encouragement should be given to mar- 
riage and to those who rear a numerous offspring to iinflustry. 
The unmarried should pay higher taxes as they are not at the 
charge of rearing new subjects to the state. Any foolish notions 
of meanness in mechanic arts, as if they were unworthy of men 
of better families, should be borne down, and men of better 
condition as to birth or fortune engaged to be concerned in such 
occupations. Sloth should be punished by temporary servitude 
at least. Foreign materials should be imported and even premiums 
given, when necessary, that all our own hands may be employed; 
and that, by exporting them again manufactured, we may obtain 
from abroad the price of our labours. Foreign manufactures and 
products ready for consumption should be made dear to the con- 
sumer by high duties, if we cannot altogether prohibit the con- 
sumption; that they may never be used by the lower and more 
numerous orders of the people whose consumption would be far 
greater than those of the few who are wealthy. Navigation, or the 
carriage of goods foreign or domestic, should be encouraged, as 
a gainful branch of business surpassing often all the profit made by 
the merchant. This too is a nursery of fit hands for defence at sea. 

’Tis vain to allege that luxury and intemperance arc necessary 
to the wealth of a state as they encourage all labour and manu- 
factures by making a great consumption. It is plain there is no 
necessary vice in the consuming of the finest products or the 
wearing of the dearest manufactures by persons whose fortunes 
can allow it consistently with the duties of life. And what if men 
grew generally more frugal and abstemious in such things? more 
of these finer goods could be soit abroad; or if they could not, in- 
dustry and wealth might be equally promoted by the greater con- 
sumption of goods less chargeable: as he who saves by abating of 
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his own expensive splendour could by offices to his 

friends, and by some wise methods of charity^ W the poor, en- 
able others to live so much better and make pril^Sr^nsiunpri^ 
than was made formerly by the luxury of *.;^ijnlcss there- 
fore a nation can be found where all men are already provided 
with all the necessaries and conveniencies of life abtuidantly, nfien 
may, without any luxury, make the very greatest consump4on 
by plentiful provision for their children, by generosity and Bib- 
erality to kinsmen and indigent men of worth, and by compassion 
to the distresses of the poor.^ \ 

Under ‘Military skill and fortitude’ Hutcheson discusses what 
Adam •Smith afterwards placed under ‘Arms,’ and decides in favour 
of a trained militia,^ 

In the same chapter he has a section with the marginal tide ‘what 
taxes or tributes most eligible,* which contains a repudiation of the 
policy of taxation for revenue only: 

As to taxes for defraying the public expenses, these are most 
convenient which are laid on matters of luxury and splendour 
rather than the necessaries of Ufe; on foreign products and manu- 
factures rather than domestic; and such as can be easily raised with- 
out many expensive offices for collecting them. But above all, 
a just proportion to the wealth of people should be observed in 
whatever is raised from them, otherways than by duties upon 
foreign products and manufactures, for such duties arc often 
necessary to encourage industry at home, though there were no 
public expenses.® 

This proportionment of taxation to wealth he thinks cannot be 
attained except by means of periodical estimation of the wealth of 
families, since land taxes unduly oppress landlords in debt and let 
moneyed men go free, while duties and excises arc paid by the con- 
sumer, so that ‘hospitable generous men or such as have numerous 
families supported genteelly bear the chief burden here, and the 
solitary sordid miser bears little or no share of it’.^ 

It is quite clear from all this that Smith was largely inHucnced by 
the traditions of his chair in selecting his economic subjects. Dr. 
Scott draws attention to the curious fact that the very order in which 
the subjects happen to occur in Hutcheson’s System is almost iden- 

' System of Moral Philosophy, vol. ii., pp. 3zS>2i. * Ibid,, volv i., pp. 323-5. 

» Jhid., vol. ii., pp. 340-1. 4 vol. 1 . pp. 341-2. 
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tical with tht/^dcr in which the same subjects occur in Smith’s 
Lectures.^ We are strongly tempted to surmise that when Smith had 
hurriedly to prepare his lectures for Craigie’s class, he looked 
through hi^ nofes of his old master s lectures (as hundreds of men 
in his posiddn have done before and after him) and grouped the 
economic subjects together as an introduction and sequel to the 
lectures which he had brought with him from Edinburgh, Hutche- 
son was an inspiring teacher. His colleague, Lecchman, says: 

As he had occasion every year in the course of his lectures to 
explain the origin of government and compare the different forms 
of it, he took peculiar care, while on that subject, to inculcate the 
importance of civil and religious liberty to the happiness of man- 
kind: as a warm love of hberty and manly zeal for promoting 
it were ruling principles in his own breast, he always insisted 
upon it at great length and with the greatest strength of argument 
and earnestness of persuasion: and he had such success on this im- 
portant point, that few, if any, of his pupils, whatever contrary 
prejudices they might bring along with them, ever left him with- 
out favourable notions of that side of the question which he 
espoused and defended.* 

Half a century later Adam Smith spoke of the Glasgow Chair 
of Moral Philosophy as an ‘office to which the abilities and virtues 
of the never-to-be-forgotten Dr. Hutcheson had given a superior 
degree of illustration 

But while we may well believe that Adam Smith was influenced 
in the general direction of liberalism by Hutcheson, there seems no 
reason for attributing to Hutcheson s influence the belief in the 
economic beneficence of self-interest which permeates the Wealth 
of Nations and has afforded a starting ground for economic specu- 
lation ever since. Hutcheson, as some of the passages just quoted 
show, was a mercantilist, and all the economic teaching in his System 
is very dry bones compared to Smith’s vigorous leaurcs on Cheap- 
ness or Plenty, with their often repeated denunciation of the ‘ab- 
surdity’ of current opinions and the ‘pernicious regulations’ to which 
they gave rise. Twenty years after attending his lectures, Adam 
Smith criticised Hutcheson expressly on the ground that he thought 


' Francis Hutchesmt pp, 232-5. 

* In the preface to Hutcheson’s System of Moral Philosophy, pp. xxxv, xxsevi. 

• Rac, Ufe of Adam Smith, p. 411. 
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too little of self-love. In the chapter of the Theory of Moral Senti-^ 
merits on the systems of philosophy which make virtue consist in 
benevolence, he says that Hutcheson believed that it was benevo- 
lence only which could stamp upon any action the character of 
virtue: the most benevolent action was that which aimed at the good 
of the largest number of people, and self-love was a principle which 
could never be virtuous, though it was innocent when it had no 
other effect than to make the individual take care of his own happiV 
ness. This ‘amiable system, a system which has a peculiar tendency 
to nourish and support in the human heart the noblest and the most’ 
agreeable of all affections,’ Smith considered to have the ‘defect of \ 
not sufficiently explaining from whence arises our approbation of 
the inferior virtues of prudence, vigilance, circumspection, tem- 
perance, constancy, firmness*. 

Regard [he continues] to our own private happiness and interest 
too, appear upon many occasions very laudable principles of 
action. The habits of ceconomy, industry, discretion, attention 
and application of thought, arc generally supposed to be culti- 
vated from self-interested motives, and at the same time are 
apprehended to be very praise-worthy qualities which deserve 
the esteem and approbation of every body. . . . Carelessness and 
want of oeconomy are universally disapproved of, not, however, 
as proceeding from a want of benevolence, but from a want of 
the proper attention to the objects of self-interest.^ 

Adam Smith clearly beHeved that Hutcheson’s system did not give 
a sufficiently high place to self-interest. It was not Hutcheson that 
inspired his remark, ‘it is not from the benevolence of the butcher, 
the brewer, or the baker, that wc expect our dinner, but from their 
regard to their own interest’.* He may have obtained a genesid love 
of liberty from Hutcheson, but whence did he obtain the belief that 
self-interest works for the benefit of the whole economic com- 
munity? He might possibly of course have evolved it entirely in his 
own mind without even hearing another lecture or reading another 
book afrer he left Hutcheson’s class. But it seems probable — ^we 
cannot safely say more— that he was assisted by his study of Mande- 
ville, a writer who has had little justice done him in histories of 
economics, though McCulloch gives a useful hint on the subject in 
his Literature of Political Economy. In the chapter of the Moral 
» Moral Sentiments, 1759. pp. 464HS. * Below, vol. i., p. 18, 



editor’s introduction xliii 

Sentiments which follows the one which contains the criticism of 
Hutcheson just quoted, Smith deals with ‘Licentious Systems’. The 
appearances in human nature, he says, which seem at first sight to 
favour such systems were ‘slightly sketched out with the elegance 
and delicate precision of the duke of Rochefaucault, and afterwards 
more fully represented with the Hvely and humorous, though coarse 
and rustic eloquence of Dr. Mandeville’.^ 

Mandeville, he says, attributes all commendable acts to ‘a love of 
praise and commendation,’ or ‘vanity,’ and not content with that, 
endeavours to point out the imperfection of human virtue in many 
other respects. 

Wherever our reserve with regard to pleasure falls short of the 
most ascetic abstinence, he treats it as gross luxury and sensuality. 
Every thing according to him, is luxury which exceeds what is 
absolutely necessary for the support of human nature, so that there 
is vice even in the use of a clean shirt or of a convenient habitation.^ 

But, Smith thinks, he has fallen into the great fallacy of repre- 
senting every passion as wholly vicious if it is so in any degree and 
direction: 

It is thus that he treats everything as vanity which has any ref- 
erence either to what are or to what ought to be the sentiments 
of others: and it is by means of this sophistry that he establishes 
his favourite conclusion that private vices are public benefits. If 
the love of magnificence, a taste for the elegant arts and improve- 
ments of human life, for whatever is agreeable in dress, furniture, 
or equipage, for architecture, statuary, painting and music, is to 
be regarded as luxury, sensuality and ostentation, even in those 
whose situation allows, without any inconveniency, the indul- 
gence of those passions, it is certain that luxury, sensuality and 
ostentation are public benefits: since, without the qualities upon 
which he thinks proper to bestow such opprobrious names, the 
arts of refinement could never find encouragement and must 
languish for want of employment.® 

‘Such,’ Smith concludes, ‘is the system of Dr. Mandeville, which 
once made so much noise in the world.’ However destructive it 
might appear, he thought Ht could never have imposed upon so 
great a number of persons, nor have occasioned so general an alarm 

' Moral Sentiments^ 1759, p. 474. * Ibid,, p. 4^3* * P* 4*5* 



xliv editor’s introduction 

among those who are friends of better principles, had it not in some 
respects bordered upon the truth’.^ 

Mandevillc’s work originally consisted merely of a poem of 400 
lines called ‘The Grumbling Hive: or Knaves Turn’d Honest,’ 
which according to his own account was first published as a six- 
penny pamphlet about 1705. ^ In 1714 he reprinted it, appending a 
very much larger quantity of prose, under the title of The Fable 
of the Bees: or Private Vices, Public Benefits; with an Essay on Chari^ 
and Charity Schools and a Search into the Nature of Society. In 1729 he 
added further a second part, nearly as large as the first, consisting of 
a dialogue on the subject. The ‘grumbling hive,’ which is in reality \ 
a human society, is described in the poem as prospering gready so 
long as it was full of vice: 

The worst of all the multitude 
Did something for the common good. 

This was the state's craft, that maintain d 
The whole, of which each part complain'd: 

This, as in musick harmony, 

Made jarrings in the main agree; 

Parties directly opposite. 

Assist each oth'r, as 'twere for spight; 

And temp'rance with sobriety 
Serve drunkenness and gluttony. 

The root of evil, avarice. 

That damn'd ilUnatured baneful vice, 

Was slave to prodigality. 

That noble sin; whilst luxury 
Employ'd a million of the poor. 

And odious pride a million more: 

Envy itself and vanity 
Were ministers of industry; 

Their darling folly, fickleness 
In diet, furniture, and dress. 

That strange ridiclous vice, was made 
The very wheel that turn'd the trade. 

Their laws and cloaths were equally 
Objects of mutability; 

For what was well done for a time, 

^ Moral Sentiments, p. 487. 


• Fable of the Bees, 1714, preface. 
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In Haifa year became a crime; 

Yet whilst they altered thus their laws. 

Still finding and correcting flaws. 

They mended by inconstancy 
Faults which no prudence could foresee. 

Thus vice nursed ingenuity. 

Which joind with time and industry. 

Had carry d life's conveniencies. 

It's real pleasures, comforts, ease. 

To such a height, the very poor 
Lived better than the rich before; 

And nothing could be added more.^ 

But the bees grumbled till Jove in anger swore he would rid the 
hive of fraud. The hive became virtuous, frugal and honest, and 
trade was forthwith ruined by the cessation of expenditure. At the 
end of the 'Search into the Nature of Society’ the audior sums up 
his conclusion as follows: 

After this I flatter myself to have demonstrated that neither 
the friendly quaUties and kind affections that are natural to man, 
nor the real virtues he is capable of acquiring by reason and self- 
denial, arc the foundation of society: but that what wc call evil 
in the world, moral as well as natural, is the grand principle that 
makes us sociable creatures, the solid basis, the life and support 
of all trades and employments without exception: that there we 
must look for the true origin of all arts and sciences, and that the 
moment evil ceases the society must be spoiled, if not totally 
dissolved.^ 

In a letter to the London Journal of loth August, 1723, which he 
reprinted in the edition of 1724, Mandeville defended this passage 
vigorously against a hostile critic. If, he said, he had been writing 
to be understood by the meanest capacities, he would have explained 
that every want was an evil: 

That on the multiplicity of those wants depended all those 
mutual services whidi the individual members of a sodety pay 
to each other: and that consequently, the greater variety there 
was of wants, the larger numb^ of individuals might find their 

* Pp. 4^7-8 in and ed.» 


Pp. xi~i3 in the ed. of 1705. 
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private interest in labouring for the good of others, and united 
together, compose one body.^ 

If we bear in mind Smith’s criticism of Hutcheson and Mande- 
ville in adjoining chapters of the Moral Sentiments, and remember 
further that he must almost certainly have become acquainted with 
the Fable of the Bees when attending Hutcheson’s lectures or soon 
afterwards, we can scarcely fail to suspect that it was MandevJUe 
who first made him realise that ‘it is not from the benevolence of tke 
butcher, the brewer or the baker that we expect our dinner, hut 
from their regard to their own interest’. Treating the word ‘vic^’ 
as a mistake for self-love, Adam Smith could have repeated with 
cordialky Mandeville’s lines already quoted: 

Thus vice nursed ingenuity. 

Which joind with time and industry. 

Had carry' d life's conveniencies, 

It's real pleasures, comforts, ease. 

To such a height, the very poor 
Lived better than the rich before. 

Smith put the doggerel into prose, and added something from 
the Hutchesonian love of liberty when he propounded what is 
really the text of the polemical portion of the Wealth of Nations: 

The natural effort of every individual to better his own con- 
dition, when suffered to exert itself with freedom and security, is 
so powerful a principle, that it is alone, and without any assistance, 
not only capable of carrying on the society to wealth and pros- 
perity, but of surmounting a himdred impertinent obstructions 
with which the folly of human laws too often incumbers its 
operations.* 

Experience shows that a general belief in the beneficence of the 
economic working of self-interest is not always sufficient to make 
even a person of more than average intelligence a free-trader. Con- 
sequently it would be rash to suppose that Smith’s disbelief in the 
mercantile system was merely the natural outcome of his general 
belief in economic freedom. Dugald Stewart’s quotations from his 
paper of 1755 do not contain anything to show that he was pouring 
contempt on the doctrine before he left Edinburgh and in his early 

^ P. 465 in ed. of 1724. « Below, vol. ii., p. 49. 



editor’s introduction xlvii 

years at Glasgow. It seems very likely that the reference in the lec- 
tures to Hume’s ‘essays showing the absurdity of these and other 
such doctrines’ ^ is to be regarded as an acknowledgment of obliga- 
tion, and therefore that it was Hume, by his Political Discourses on 
Money and the Balance of Trade in 1752, who first opened Adam 
Smith’s eyes on this subject. The probability of this is sUghtly in- 
creased by the fact that in the lectures the mercantile fallacies as to 
the balance of trade were discussed in connexion with Money, as in 
Hume’s Discourses, instead of in the position which they would have 
occupied if Smith had either followed Hutcheson’s order, or placed 
them among the causes of the ‘slow progress of opulence’. It is, too, 
perhaps, not a mere coincidence that while both Hume in the Dis- 
courses in 1752 and Smith in his lectures ten years later rejected alto- 
gether the aim of securing a favourable balance of trade, Hume still 
clearly believed in the utility of protection for home industries, and 
Smith is at any rate reported to have made a considerable conces- 
sion in its favour.* 

It would be useless to carry the inquiry into the origin of Adam 
Smith’s views any further here. Perhaps it has been carried too far 
already. In the course of the Wealth of Nations Smith actually quotes 
by their own name or that of their authors almost one hundred 
books. An attentive study of the notes to the present edition will 
convince the reader that though a few of these are quoted at second 
hand the number actually used was far greater. Usually but little, 
sometimes only a single fact, phrase or opinion, is taken from each, 
so that few authors are less open than Adam Smith to the reproach 
of having rifled another man’s work. That charge has indeed never 
seriously been brought against him, except in regard to Turgot’s 
Reflexions, and in that case not a particle of evidence has ever been 
produced to show that he had used or even seen the book in ques- 
tion. The Wealth of Nations was not written hastily with the impres- 
sions of recent reading still vivid on the author’s brain. Its composi- 
tion was spread over at least the twenty-seven years from 1749 to 
1776. During that period economic ideas crossed and recrossed the 
Channel many times, and it is as useless as it is invidious to dispute 

^ Lectures, p, 197. 

* Above, pp. XXV, xxviii. Moreover, before bringing out the second edition of his 
Discourses, Hume wrote to Adam Smith asking for suggestions. That Smith made no 
remark on the protectionist passage in the discourse on the Balance of Trade seems to 
be indicated by the fact that it remained tmaltered (see Hume's Essays, ed. Green Sc 
Grose, vol. i„ pp. 59, 343 344). 
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about the relative shares of Great Britain and France in the progress 
effected. To go further and attempt to apportion the merit between 
different authors is Uke standing on some beach and discussing 
whether this or that particular wave had most to do with the rising 
tide. One wave may appear to have what credit there is in sweeping 
over a child’s first sand casde and another wave may evidently wipe 
out his second, but both would have been swamped just as effect- 
ually, and almost as soon, on a perfectly calm day. v 
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Theproi\ueof The annual^ labour of every nation is the fluid 
which originally supplies it with all the necessaries 
consumption, and conveiuencies of life* which it annually con- 
sumes, and which consist always either in the immediate produce of 
that labour, or in what is purchased with that produce &om other 
nations. * 


better or worse 
according to the 
proportion of prod- 
uce to people^ 


According therefore, as this produce, or what is 
purchased with it, bears a greater or smaller propor- 
tion to the number of those who are to consume it. 


the nation will be better or worse supplied vtith all the necessaries 
and convenicncies for which it has occasion.® 


which proportion is proportion must in every nation be regu- 

re^lated by the lated by two different circumstances; first by the 
dexterity, and judgment with which its labour 
proportion of useful is generally applied;* and, secondly, by the propor- 
labourers, between the number of those who are em- 

ployed in useful labour, and that of those who are not so employed.® 
Whatever be the soil, climate, or extent of territory of any particu- 
lar nation, the abundance or scantiness of its annual supply must, in 
that particular situation, depend upon those two circumstances. 
tndmorebytite The abundance or scantiness of this supply too 
theprepor^o^ scems to depend more upon the former of those two 


^ [This word» with *annually* just below, at once marks the transition from the older 
British economists' ordinary practice of regarding the wealth of a nation as an accumu- 
lated fund. Following the physioaats, Smith sees that the important thing is how much 
can be produced in a given time.] 

• [Cp. with this phrase Locke, Some Considerations of the Consequences of the Lowering 
of Interest and Raising the Value of Money, cd. of 1696, p. 66 , ‘the intrinsic natural worth 
of anything consists in its £tness to supply the necessities or serve theconveniendes of 
human life.'] 

• [The implication that the nation's welfare is to be reckoned by the average welfare 
of its members, not by die aggregate, is to be noticed.] 

^ [Ed. 1 reads ‘with whidi labour is generally applied in it*.) 

• [This second circumstance may be stretched so a to include the dui^on and 
intensity of the labour of diose who arc usefully employed, but another iMortant 
circumstance, the quantity and quality of the accumulated instruments of production, 
is altogether omitm.] 

I 
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useful labourers, as circumstances than upon the latter. Among the 
greateTproduce\f ravage nations of hunters and fishers, every indi- 
dvilised societies. vidual who is able to work, is more or less employed 
in useful labour, and endeavours to provide, as well as he can, the 
necessaries and conveniencies of life, for himself, or^ such of his 
family or tribe as are either too old, or too young, or too infirm to 
go a hunting and fishing. Such nations, however, are so miserably 
poor, that from mere want, they are frequently reduced, or, it 
least, think themselves reduced, to the necessity sometimes df 
directly destroying, and sometimes of abandoning their infants, their 
old people, and those afflicted with lingering diseases, to perish with' 
hunger,^ or to be devoured by wild beasts. Among civUized and 
thriving nations, on the contrary, though a great number of people 
do not labour at all, many of whom consume the produce of ten 
times, frequently of a hundred times more labour than the greater 
part of those who work; yet the produce of the whole labour of the 
society is so great, that all are often abundantly supphed, and a work- 
man, even of the lowest and poorest order, if he is frugal and indus- 
trious, may enjoy a greater share of the necessaries and conveniencies 
of life than it is possible for any savage to acquire. 

The causes of The causes^ of this improvement, in the productive 

improvement and powers of labour, and the order, according to which 

natural dtstrwuUon f -i lo i 

are the subject of Its produce IS naturally distnbutcd® among the 

Book L different ranks and conditions of men in the society, 

make the subject of the First Book of this Inquiry. 

Capital stock. Whatever be the actual state of the skill, dexterity, 

which regulates the judgment with which labour is applied in any 
proportion of useful • i i ^ r • t 

labourers, is treated nation, the abundance or scantmess or its annual 

of in Book IL Supply must depend, during the continuance of 

that state, upon the proportion between the number of the%c who 

are annually employed in useful labour, and that of those who are 

not so employed. The number of useful and productive^ labourers, 

it will hereafter appear, is every where in proportion to the quantity 

of capital stock which is employed in setting them to work, and to 

the particular way in which it is so employed. The Second Book, 

1 [Ed. I reads ‘and\] 

* [Only one cause, the division of labour, is actually treated.] 

* [For the physiocratic origin of the technical use of the terms ^distribute* and 
‘distribution’ see the Editor’s Introduction.] 

* [This word slips in here as an apparendy unimportant synonym of ‘nteftll,' but 
subsequently ousts ‘useful* altogether, and is explained in such a way that unproductive 
labour may be useful; sec esp. below p. 352.] 
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therefore, treats of the nature of capital stock, of the manner of 
which it is gradually accumulated, and of the different quantities in 
labour which it puts into motion, according to the different ways in 
which it is employed. 

The circumstances Nations tolerably well advanced as to skill, dex- 

which led Europe tcrity, and judgment, in the application of labour, 
to encourage the , J ^ i • i 

industry of the nave tollowed very dinerent plans m the general 

^age^agrimUur^Ze direction of it; and those plans have not 

dealt with in Book all been equally favourable to the greatness of its 
produce. The poHcy of some nations has given ex- 
traordinary encouragement to the industry of the country; that of 
others to the industry of towns. Scarce any nation has dcalt^equally 
and impartially with every sort of industry. Since the downfal of 
the Roman empire, the policy of Europe has been more favourable 
to arts, manufactures, and commerce, the industry of towns; than 
to agriculture, the industry of the country. The circumstances which 
seem to have introduced and estabUshed this policy are explained 
in the Third Book, 

The theories to Though those different plans were, perhaps, first 
which different introduced by the private interests and prejudices of 

poliaes have given . . \ ^ i 

rise ate explained in particular orders oi men, Without any regard to, 

Book IV. Qj. foresight of, their consequences upon the general 

welfare of the society; yet they have given occasion to very different 
theories of political ccconomy;^ of which some magnify the impor- 
tance of that industry which is carried on in towns, others of that 
which is carried on in the country. Those theories have had a con- 
siderable influence, not only upon the opinions of men of learning, 
but upon the public conduct of princes and sovereign states. I have 
endeavoured, in the Fourth Book, to explain, as fully and distinctly 
as I can, those different theories, and the principal effects which they 
have produced in different ages and nations. 

The expenditure, To explain* in what has consisted the revenue of 
r^enue and debts of great body of the people, or what has been the 

nature® of those funds, which, in different ages and 
Book V. nations, have supplied their annual consumption, 

is the object of^ these Four first Books. The Fifth and last Book treats 
of the revenue of the sovereign, or commonwealth. In this book I 


The theories to 
which different 
policies have given 


^ [See the index for the examples of the use of this term.] 

* [Ed. 1 does not contain ‘to explain’.] * [Ed. i reads *what is the nature’.] 

* [Ed. I reads *is treated of in*.] 
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have endeavoured to show; first, what are the necessary expcnces of 
the sovereign, or commonwealth; which of those expences ought 
to be defrayed by the general contribution of the whole society; 
and which of them, by that of some particular part only, or of some 
particular members of it:^ secondly, what arc the different methods 
in which the whole society may be made to contribute towards de- 
fraying die expences incumbent on the whole society, and what ire 
the principal advantages and inconveniencies of each of thdse 
methods: and, thirdly and lastly, what are the reasons and causlcs 
which have induced almost all modem governments to mortgage 
some part of this revenue, or to contract debts, and what have beel* 
the effects of those debts upon the real wealth, the annual produce 
of the land and labour of the society.* 

^ [Ed. I reads ‘of the society*.] 

* [Read in conjunction with the fint two paragraphs, this sentence makes it dear 
that the wealth of a nation is to be reckoned by its per capita income. But this view is 
often temporarily departed from in the course of the work; sec the index, s.v. Wealth.] 



BOOK I 


Of the Causes of Improvement in the productive 
Powers of Labour, and of the Order according to 
which its Produce is naturally distributed among 
the different Ranks of the People 
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and placed at once under the view of the spectator. In those great 
manufactures, on the contrary, which arc destined to supply the 
great wants of the great body of the people, every diflfercnt branch 
of the work employs so great a number of workmen, that it is im- 
possible to collect them all into the same workhouse. We can seldom 
sec more, at one time, than those employed in one single branch. 
Though in such manufactures,^ therefore, the work may really be 
divided into a much greater number of parts, than in those of a niorc 
trifling nature, the division is not near so obvious, and has accord- 
ingly been much less observed. 

such as pin-- To take an example, therefore, * from a very trifling 

making. manufacture; but one in which the division of 

labour has been very often taken notice of, the trade of the pin- 
maker; a workman not educated to this business (which the division 
of labour has rendered a distinct trade),® nor acquainted with the 
use of the machinery employed in it (to the invention of which the 
same division of labour has probably given occasion), could scarce, 
perhaps, with his utmost industry, make one pin in a day, and cer- 
tainly could not make twenty. But in the way in which this business 
is now carried on, not only the whole work is a pecuhar trade, but 
it is divided into a number of branches, of which the greater part 
are likewise pecuhar trades. One man draws out the wire, another 
straights it, a third cuts it, a fourth points it, a fifth grinds it at the 
top for receiving the head; to make the head requires two or three 
distinct operations; to put it on, is a pecuhar business, to whiten the 
pins is another; it is even a trade by itself to put them into the paper; 
and the important business of making a pin is, in this manner, 
divided into about eighteen distinct operations, which, in some 
manufactories, are all performed by distinct hands, though in others 
the same man will sometimes perform two or three of thcfti.^ I have 
seen a small manufactory of this kind where ten men only were 


^ [Ed. I reads ‘Though in them’.] 

* [Another and perhaps more important reason for taking an example like that 
whidi follows is the possibility of exhibiting the advantage, of division of labour in 
statistical form.] 

* [This parenthesis would alone be sufficient to show that those are wrong who 
believe Smith did not include the separation of employments in ‘division of labour*.] 

* [In Adam Smith’s Lectures, p. 164, the business is, as hyare, divided into eighteen 
operations. Tffis number is doubtless taken from the Encyclop^die, tom. v. (published in 
1755)1 s^v. Epingle. The article is ascribed to M. Delaire, ‘qui d^crivait la fabrication de 
r^mgle dans les ateliers mdme des ouvriers,* p. 807. In some factories the division was 
carried further. E. Chambers, Cyclopaedia, vol. ii., and ed., 1738, and 4th cd., 174X1 
s.v. Pin, makes the number of separate operations twenty«6ve.] 
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employed, and where some of them consequently performed two or 
three distinct operations. But though they were very poor, and 
therefore but indifferently accommodated with the necessary 
machinery, they could, when they exerted themselves, make among 
them about twelve pounds of pins in a day. There arc in a pound up- 
wards of four thousand pins of a middling size. Those ten persons, 
therefore, could make among them upwards of forty-eight thou- 
sand pins in a day. Each person, therefore, making a tenth part of 
forty-eight thousand pins, might be considered as making four 
thousand eight hundred pins in a day. But if they had all wrought 
separately and independently, and without any of them having been 
educated to this peculiar business, they certainly could not^each of 
them have made twenty, perhaps not one pin in a day; that is, cer- 
tainly, not the two hundred and fortieth, perhaps not the four 
thousand eight hundredth part of what they are at present capable 
of performing, in consequence of .a proper division and combination 
of their different operations. 

The effect is In every other art and manufacture, the effects of 
similar in all trades ^hc division of kbouT arc similar to what they are 
division of employ^ HI this very tnflmg onc*, though, in many of them, 
the labour can neither be so much subdivided, nor 
reduced to so great a simplicity of operation. The division of labour, 
however, so far as it can be introduced, occasions, in every art, a 
proportionable increase of the productive powers of labour. The 
separation of different trades and employments from onc another, 
seems to have taken place, in consequence of this advantage. This 
separation too is generally carried furthest in those countries which 
enjoy the highest degree of industry and improvement; what is the 
work of onc man in a rude state of society, being generally that of 
several in an improved onc. In every improved society, the farmer 
is generally nothing but a farmer; the manufacturer, nothing but a 
manufacturer. The labour too which is necessary to produce any 
onc complete manufacture, is almost always divided among a great 
number of hands. How many diffarent trades are employed in each 
branch of the linen and woollen manufretures, from the growers of 
the flax and the wool, to the bleachers and smoothers of the linen, 
or to the dyers and dressers of the dothl The nature of agriculture, 
indeed, does not admit of so many subdivisions of labour, nor of so 
complete a separation of onc business from another, as manufretures. 
It is impossible to separate so entirely, the business of the grazier 
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from that of the com-farmer, as the trade of the carpenter is com- 
monly separated from that of the smith. The spinner is almost always 
a distinct person from the weaver; but the ploughman, the harrower, 
the sower of the seed, and the reaper of the com, are ofren the same. 
The occasions for those different sorts of labour returning with the 
different seasons of the year, it is impossible that one man should be 
constantly employed in any one of them. This impossibility of 
making so complete and entire a separation of all the differed 
branches of labour employed in agriculture, is perhaps the reason 
why the improvement of the productive powers of labour in this 
art, does not always keep pace with their improvement in manufac- 
tures. The most opulent nations, indeed, generally excel all their 
neighbours in agriculture as well as in manufactures; but they are 
commonly more distinguished by their superiority in the latter than 
in the former. Their lands are in general better cultivated, and hav- 
ing more labour and cxpence bestowed upon them, produce more 
in proportion to the extent and natural fertihty of the ground. But 
this^ superiority of produce is seldom much more than in proportion 
to the superiority of labour and cxpence. In agriculture, the labour 
of the rich country is not always much more productive than that 
of the poor; or, at least, it is never so much more productive, as it 
commonly is in manufactures. The com of the rich country, there- 
fore, will not always, in the same degree of goodness, come cheaper 
to market than that of the poor. The com of Poland, in the same 
degree of goodness, is as cheap as that of France, notwithstanding 
the superior opulence and improvement of the latter country. The 
com of France is, in the corn provinces, fully as good, and in most 
years nearly about the same price with the com of England, though, 
in opulence and improvement, France is perhaps inferior to England. 
The corn-lands of England, however, are better cultivated than 
those of France, and the corn-lands^ of France are said to be much 
better cultivated than those of Poland. But though the poor coun- 
try, notwithstanding the inferiority of its cultivation, can, in some 
measure, rival the rich in the cheapness and goodness of its com, it 
can pretend to no such competition in its manufactures; at least if 
dhiose manufactures suit the soil, climate, and situation of the rich 
country. The silks of France are better and cheaper than those of 
England, because the silk manufreture, at least under the present 
high duties upon the importation of raw silk, docs not so well suit 
* [Ed. I reads ‘the’.] * [Ed, i reads *the lands* here and line preceding.] 
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the climate of England as that of France.^ But the hard-ware and 
the coarse, woollens of England are beyond all comparison superior 
to those of France, and much cheaper too in the same degree of 
goodness.^ In Poland there are said to be scarce any manufactures of 
any kind, a few of those coarser household manufactures excepted, 
without which no country can well subsist. 

The advantage is increase of the quantity of work which, 

due to three cir-^ in conscqucnce of the division of labour, the same 
cumstances, number of people are capable of performing,® is 

owing to three different circumstances; first to the increase of dex- 
terity in every particular workman; secondly, to the saving of the 
time which is commonly lost in passing from one species of work 
to another; and lasdy, to the invention of a great number of ma- 
chines which facilitate and abridge labour, and enable one man to 
do the work of many.® 

(i) improved First, the improvement of the dexterity of the 
dexterity, workman necessarily increases the quantity of the 

work he can perform; and the division of labour, by reducing every 
man’s business to some one simple operation, and by making this 
operation the sole employment of his life, necessarily increases very 
much the dexterity of the workman. A common smith, who, though 
accustomed to handle the hammer, has never been used to make 
nails, if upon some particular occasion he is obliged to attempt it, 
will scarce, I am assured, be able to make above two or three hun- 
dred nails in a day, and those too very bad ones.® A smith who has 
been accustomed to make nails, but whose sole or principal business 
has not been that of a nailer, can seldom with his utmost diligence 

^ [£d. I reads 'because the silk manufacture does not suit the climate of England*.] 

* {In lectures, p. 1(54, the comparison is between English and French 'toys,* i.e., 
small metal articles.} 

• [Ed. I places *in consequence of the division of labour* here instead of in the line 
above.] 

* [‘Pour la ctJl^rite du travail et la perfection de I’ouvrage, dies dependent entice- 
ment de la multitude dcs ouvriers rassemblC. Lorsqu*une manufacture est nombreuse, 
chaque opCation occupc un homme diflfCent. Tel ouvrier nc fait ct ne fera de sa vie 
qu*une seule ct utiique chose; tel autre une autre chose: d*oii il arrive que chacune 
s’ex^cute bien et promptement, et que rouvragelemicux fait est encore <^ui qu*on a ^ 
meilleur march^. D'aiUeurs Ic gofU et la fii^on sc pcrfectionnent n^cessairement entre 
un grand nombre d*ouvriers, parce qu*il est difficile qu’il ne s’en rencontre qudqucs- 
uns capables de r^fi^diir, de combiner, et de trouver enfin le seul moyen qui puisse les 
mettre audessus de leurs semblables; le moyen ou d'^psygner la matiire, ou d allonger 
Ic temps, ou de surfiirc Tindustrie, soit par une madime nouvellc, soit par ime toan- 
auvre plus commo6t*^Encydopddie, tom i, (i75i)» P* 7i7» Art. All mtee 
advantages mendoned in the text above arc included here.] 

• [In Lectures, p. t66, 'a country smith not accustomed to make nails will work very 
hard for three or four hundred a day and those too very bad*.] 
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make more than eight hundred or a thousand nails in a day. I have 
seen several boys under twenty years of age who had never exer- 
cised any other trade but that of making nails, and who, when they 
exerted themselves, could make, each of them, upwards of two 
thousand three hundred nails in a day.^ The making of a nail, how- 
ever, is by no means one of the simplest operations. The same per- 
son blows the bellows, stirs or mends the fire as there is occasion, 
heats the iron, and forges every part of the nail: In forging the head 
too he is obhged to change his tools. The different operations into 
which the making of a pin, or of a metal button,^ is subdivided, arc 
all of them much more simple, and the dexterity of the person, of 
whose life it has been the sole business to perform them, is usually 
much greater. The rapidity with which some of the operations of 
those manufactures are performed, exceeds what the human hand 
could, by those who had never seen them, be supposed capable of 
acquiring. 

(2) saving of time. Secondly, the advantage which is gained by saving 
the time commonly lost in passing from one sort of work to another, 
is much greater than we should at first view be apt to imagine it. It 
is impossible to pass very quickly from one kind of work to another; 
that is carried on in a different place, and with quite different tools. 
A country weaver,® who cultivates a small farm, must lose a good 
deal of time in passing from his loom to the field, and from the field 
to his loom, "^^en the two trades can be carried on in the same 
workhouse, the loss of time is no doubt much less. It is even in this 
case, however, very considerable. A man commonly saunters a 
little in turning his hand from one sort of employment to another. 
When he first begins the new work he is seldom very keen and 
hearty; his mind, as they say, does not go to it, and for some time 
he rather trifles than applies to good purpose. The habit of Ikuntcr- 
ing and of indolent careless appUcation, which is naturally, or rather 
necessarily acquired by every country workman who is obliged to 
change his work and his tools every half hour, and to apply his 
hand in twenty different ways almost every day of his life; renders 
him almost always slothful and lazy, and incapable of any vigor- 
ous application even on the most pressing occasions. Independent, 

^ [In Lectures, p. 166, *a boy used to it will easily make two thousand and flioie 
incomparably better*.] 

^ (In Lectures, p. 255, it is implied that the labour of making a button was divided 
among eighty p^sons.] 

* [The same example occurs in Lectures, p. 166.] 
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therefore, of his deficiency in point of dexterity, this cause alone 
must always reduce considerably the quantity of work which he is 
capable of performing. 

and [3) application Thirdly, and lastly, every body must be sensible 
ini^nted^* how much labour is facihtated and abridged by the 
workmen, application of proper machinery. It is unnecessary 

to give any example.^ I shall only observe, therefore,^ that the inven- 
tion of all those machines by which labour is so much facilitated 
and abridged, seems to have been originally owing to the division 
of labour. Men are much more likely to discover easier and readier 
methods of attaining any object, when the whole attention of their 
minds is directed towards that single object, than when it^is dis- 
sipated among a great variety of things. But in consequence of the 
division of labour, the whole of every man’s attention comes 
naturally to be directed towards some one very simple object. It is 
naturally to be expected, therefore, that some one or other of those 
who arc employed in each particular branch of labour should soon 
find out easier and readier methods of performing their own par- 
ticular work, wherever the nature of it admits of such improvement. 
A great part of the machines made use oP in those manufactures in 
which labour is most subdivided, were originally the inventions of 
common workmen, who, being each of them employed in some 
very simple operation, naturally turned their thoughts towards 
finding out easier and readier methods of performing it. Whoever 
has been much accustomed to visit such manufactures, must fre- 
quently have been shewn very pretty machines, which were the 
inventions of such^ workmen, in order to facilitate and quicken 
their own particular part of the work. In the first fire-engines,® a 
boy was constantly employed to open and shut alternately the com- 
munication between the boiler and the cylinder, according as the 
piston either ascended or descended. One of those boys, who loved 
to play with his companions, observed that, by tying a string firom 
the handle of the valve which opened this communication to another 
part of the machine, the valve would open and shut without his 

^ [Examples ate given in Lectures, p. 167; ‘Two men and three horses will do mo^ 
in a day with the plough than twenty men without it. The miller and his servant will 
do mote widi the water mill than a doxca with the hand mill, though it too be a 
madune/J 

* [£d. 1 reads *I shall, therefore, only observe*,] 

* [Ed. 1 reads ‘machines employed*.] 

* [Ed. i reads ‘of common’.] 

* steam-engines.] 
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assistance, and leave him at liberty to divert himself with his play- 
fellows, One of the greatest improvements that has been made upon ’ 
this machine, since it was first invented, was in this manner the dis- 
covery of a boy who wanted to save his own labour.^ 
or by machine- improvements in machinery, however, have 

makers and by no means been the inventions of those who liad 

philosophers. occasion to use the machines. Many improvements 
have been made by the ingenuity of the makers of the machinies, 
when to make them became the business of a pecuHar trade; and 
some by that of those who are called philosophers or men of specu- 
lation, whose trade it is not to do any thing, but to observe every 
thing; and who, upon that account, are often capable of combining 
together the powers of the most distant and dissimilar objects.* In 
the progress of society, philosophy or speculation becomes, like every 
other employment, the principal or sole trade and occupation of a 
particular class of citizens. Like every other employment too, it is 
subdivided into a great number of different branches, each of which 
affords occupation to a peculiar tribe or class of philosophers; and 
this subdivision of employment in philosophy, as well as in every 
other business, improves dexterity, and saves time. Each individual 
becomes more expert in his own peculiar branch, more work is 
done upon the whole, and the quantity of science is considerably 
increased by it,* 


^ [This pretty story is largely, at any rate, mythical. It appears to have grown out of 
a misreading (not necessarily by Smith) of the following passage: ‘They used before to 
work with a buoy in the cylinder enclosed in a pipe, which buoy rose when the steam 
was strong, and opened the injection, and made a stroke; thereby they were capable of 
only giving six, eight or ten strokes in a minute, till a boy, Humphry Potter, who 
attended the engine, added (what he called scoggan) a catch that the beam Q always 
opened; and then it would go fifteen or sixteen strokes in a minute. But this being 
perplexed with catches and strings, Mr. Henry Beighton, in an engine he j^d built at 
Newcastlc-on~Tync in 1718, took them all away, the beam itself simply supplying all 
much better.*—}. T. Desaguliers, Course of Experimental Philosophy, vol. ii., 1744, 
p. 533. From pp. 469, 471, it appears that luind labour was originally used before the 
‘buoy* was devised.] 

* (In Lectures, p. 167, the invention of the plough is conjecturally attributed to a 
fkmer and that of the hand-mill to a slave, while the invention of the water-wheel and 
the steam engine is credited to philosophers. Mandeville is very much less favoundile 
to the claims of the philosophers: ‘They arc very seldom the same sort of people, those 
that invent arts and improvements in them and those that inouire into the reason of 
things; this latter is most commonly practised by such as are idle and indolent, that are 
fond of retirement, hate business and take delight in speculation; whereas none succeed 
oftener in the first than active, stirring and laWious men, such as will put their hand 
to the plough, try experiments and give all their attention to what they arc about.* — 
Fable of the Bees, pt. ii. (1729)* dial iii„ p. i$i. He goes on to give as examples the 
improvements in soap-boiling, grain-dyeing, etc.] 

® [The advantage of producing particubr commodities wholly or chiefly in the 
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Htnct the m«i- It is the great multiplication of the productions of all 

different arts, in consequence of the division of 
society, labour, which occasions, in a wcU-govemed society, 

that universal opulence which extends itself to the lowest ranks of 
the people. Every workman has a great quantity of his own work 
to dispose of beyond what he himself has occasion for; and every 
other workman being exactly in the same situation, he is enabled to 
exchange a great quantity of his own goods for a great quantity, or, 
what comes to the same thing, for the price of a great quantity of 
theirs. He supplies them abundantly with what they have occasion 
for, and they accommodate him as amply with what he has occa- 
sion for, and a general plenty diffuses itself through all the dj^erent 
ranks of the society, 

even the day- Observe the accommodation of the most common 

labourers coat artificer or day-labourer in a civilized and thriving 

being the produce ^ . i i i 

of a vast number country, and you Will perceive that the number of 

of workmen. people of whose industry a part, though but a small 

part, has been employed in procuring him this accommodation, 
exceeds all computation. The wooUen coat, for example, which 
covers the day-labourer, as coarse and rough as it nuy appear, is the 
produce of the joint labour of a great multitude of workmen. The 
shepherd, the sorter of the wool, the wool-comber or carder, the 
dyer, the scribbler, the spinner, the weaver, the fuller, the dresser, 
with many others, must all Join their different arts in order to com- 
plete even this homely production. How many merchants and car- 
riers, besides, must have been employed in transporting the materials 
from some of those workmen to others who often hve in a very 
distant part of the country! how much commerce and navigation 
in particular, how many ship-builders, sailors, sail-makers, rope- 
makers, must have been employed in order to bring together the 
different drugs made use of by the dyer, which often come from the 
remotest comers of the world! What a variety of labour too is 
necessary in order to produce the tools of the meanest of those work- 
men! To say nothing of such complicated machines as the ship of 
the sailor, the mill of the fuller, or even the loom of the weaver, let 


countries most naturally fitted for their production is recognised below, p. 480, but 
the fact that division of labour is necessary for its attainment is not noticed. The €ict 
that division of labour allows different workers to be put exclusively to the kind of 
work for which they are best fitted by qualities not acquired by education and practice, 
such as age, sex, siac and strength, is in part ignored and in part denied bdow, pp. xp, 
ao. The (fisadvantagt of division of labour or specialisation is dealt with bdiow, vol. ii„ 
pp. 302-^304.] 
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US consider only what a variety of labour is requisite in order to form 
that very simple machine, the shears with which the shepherd clips 
the wool. The miner, the builder of the furnace for smelting the ore, 
the feller of the timber, the burner of the charcoal to be made use of 
in the smelting-house, the brick-maker, the brick-layer, the work- 
men who attend the furnace, the mill-wright, the forger, the smith, 
must all of them join their different arts in order to produce tficm. 
Were we to examine, in the same manner, all the different parts of 
his dress and household furniture, the coarse linen shirt which he 
wears next his skin, the shoes which cover his feet, the bed which he 
lies on, and all the different parts which compose it, the kitchto- 
grate y: which he prepares his victuals, the coals which he makes use 
of for that purpose, dug from the bowels of the earth, and brought 
to him perhaps by a long sea and a long land carriage, all the other 
utensils of his kitchen, all the furniture of his table, the knives and 
forks, the earthen or pewter plates upon which he serves up and 
divides his victuals, the different hands employed in preparing his 
bread and his beer, the glass window which lets in the heat and the 
Ught, and keeps put the wind and the rain, with all the knowledge 
and art requisite for preparing that beautiful and happy invention, 
without which these northern parts of the world could scarce have 
afforded a very comfortable habitation, together with the tools of all 
the different workmen employed in producing those different con- 
vcniencies; if we examine, I say, all these things, and consider what 
a variety of labour is employed about each of them, we shall be 
sensible that without the assistance and co-operation of many thou- 
sands, the very meanest person in a civilized country could not be 
provided, even according to what we very falsely imagine, the easy 
and simple manner in which he is commonly accommodated. Com- 
pared, indeed, with the more extravagant luxury of the great, his 
accommodation must no doubt appear extremely simple and easy; 
and yet it may be true, perhaps, that the accommodation of an 
European prince does not always so much exceed that of an indus- 
trious and frugal peasant, as the accommodation of the latter ex- 
ceeds that of many an African king, the absolute master of the lives 
and liberties of ten thousand naked savages,^ 

1 [This paragr^yh was probably taken bodily from the MS. of the author’s lectures. 
It appears to be founded on Mun, England*s Tfeasur< by Forrai^ TradCt dbap. ifL, at 
cad; Locke, Civil Government, § 43; MandeviBe, Fable of the Bees, pt. i., IL^nark P, 
2 nd cd. 1723, p. 182, and perhaps Harris, Essay upon Money and Coins, pt L, § 

See Lectures, pp. idi-162 and notes.] 



CHAPTER II 


Of the Principle which gives Occasion 
to the Division of Labour 

The division of This division of labour, from which so many ad- 
hAour arixsfrom vantages are derived, is not originally the effect of 
hummnameto ^y human wisdom, which foresees and intends 
exchange. general opulence to which it gives occasion.^ 

It is the necessary, though very slow and gradual, consequence of a 
certain propensity in human nature which has in view no such ex- 
tensive utility; the propensity to truck, barter, and exchange one 
thing for another. 

This propensity is Whether this propensity be one of those original 
found in man alone, pnnciples in human nature, of which no further 
account can be given; or whether, as seems more probable, it be the 
necessary consequence of the Acuities of reason and speech, it be- 
lot^ not to our present subject to enquire. It is common to all men, 
and to be found in no other race of animals, which seem to know 
neither this nor any other species of contracts. Two greyhounds, in 
r unning down the Same Ime, have sometimes the appearance of 
acting in some sort of concert. Each turns her towards his com- 
panion, or endeavours to intercept her when his companion turns 
her towards himself. This, however, is not die effect of any contract, 
but of the accidental concurrence of their passions in the same object 
at diat particular time. Nobody ever saw a dog make a £dr and 
deliberate mcchange of one bone ff>r anoth^ with another dog.‘ 
Nobody ever saw one animal by its gestures and natural cries signify 
to anodwa:, this is mine, that youn; I am willing to give this for that. 

* [If., it is not die of any conscious t^vladon by die state or society, like d» 

‘law of Soostris,’ (bat every man Aoidd follow the employment of his &dier, i^srred 
to iti the correipopding passage in LecturtSt p. i(58* The detdal that it is the of 
individtial wi^om recognising die advantage of exercising special naniral talents 

comes lower down, p.l9-] . . , • u «• 

* pt is by no dear what object there could be in exchaaguig one bone for 
ano&r.} 

W,K. I-C 
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When an animal wants obtain something either of a man or of 
another animal, it has no other means of persuasion but to gain the 
favour of those whose service it requires. A puppy fawns upon its 
dam, and a spaniel endeavours by a thousand attractions to engage 
the attention of its master who is at dinner, when it wants to be fed 
by him. Man sometimes uses the same arts with his brethren^ and 
when he has no other means of engaging them to act according to 
his inclinations, endeavours by every servile and fawning atteijition 
to obtain their good will. He has not time, however, to do this upon 
every occasion. In civilized society he stands at all times in need of 
the co-operation and assistance of great multitudes, while his whole 
life is scarce sufficient to gain the friendship of a few persons. In 
almosf every other race of animals each individual, when it is grown 
up to maturity, is entirely^ independent, and in its natural state has 
occasion for the assistance of no other hving creature. But man has 
almost constant occasion for the help of his brethren, and it is in 
vain for him to expect it from their benevolence only. He will be 
more likely to prevail if he can interest their self-love in his favour, 
and show them that it is for their own advantage to do for liim what 
he requires of them. Whoever offers to another a bargain of any 
kind, proposes to do this. Give me that which I want, and you shall 
have this which you want, is the meaning of every such offer; and 
it is in this manner that we obtain from one another the far greater 
part of those good offices which we stand in need of. It is not 
from the benevolence of the butcher, the brewer, or the baker, that 
we expect our dinner, but from their regard to their own interest. 
We address ourselves, not to their humanity but to their sdf-lovc, 
and never talk to them of our own necessities but of their advantages. 
Nobody but a beggar chuses to depend chiefly upon the benevolence 
of his fellow-citizens. Even a beggar does not depend upon it en- 
tirely. The charity of well-disposed people, indeed, supplies him 
with the whole fund of his subsistence. But though this principle 
ultimately provides him with all the necessaries of life which he has 
occasion for, it neither docs nor can provide him with them as he 
has occasion for them. The greater part of his occasional wants arc 
supplied in the same manner as those of other people, by treaty, by 
barter, and by purchase. With the money which one man gives him 
he purchases food. The old doaths which another bestows upon him 
he exchanges for other old cloaths which suit him better, or for 
^ [Misprinted ‘intirdy* in eds. 1-5, ‘Entirely* occurs a little lower down in all edi.] 
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lodging, or for food, or for money, with which he can buy either 
food, deaths, oriodging, as he has occasion,^ 

It is encouraged by As it is by treaty, by barter, and by purchase, that 
wc obtain from one another the greater part of 
labour, thosc mutual good offices which we stand in need 

of, so it is this same trucking disposition which originally gives 
occasion to the division of labour. In a tribe of hunters or shepherds 
a particular person makes bows and arrows, for example, with more 
readiness and dexterity than any other. He frequently exchanges 
them for cattle or for venison with his companions; and he finds at 
last that he can in this manner get more cattle and venison, than if he 
himself went to the field to catch them. From a regard to l^s own 
interest, therefore, the making of bows and arrows grows to be his 
chief business, and he becomes a sort of armourer. Another excels in 
making the firames and covers of thdr little huts or moveable houses. 
He is accustomed to be of use in this way to his neighboun, who re- 
ward him in the same manner with cattle and with venison, till at 
last he finds it his interest to dedicate himself entirely to this employ- 
ment, and to become a sort of housc-carpenter. In the same maimer 
a third becomes a smith or a brazier; a fourth a tanner or dresser of 
hides or skins, the principal part of the clothing of savages. And thus 
the certainty of being able to exchange all that surplus part of the 
produce of his own labour, which is over and above his own consump- 
tion, for such parts of the produce of other men’s labotu: as he may 
have occasion for, encourages evay man to apply himself to a partic- 
ular occupation, and to cultivate and bring to perfection whatever 
talent or genius he may possess for that particular species of business.® 
thus rise to Thc diferencc of natural talents in different men is, 
differe^s of talent jjj reality, much less than we arc aware of; and the 
Tl^th^^M^ll very different genius which appears to distinguish 

differences, ulcn of different professions, when grown up to 

maturity, is not upon many occasions so much thc cause, as thc 
effect of the division of labour^® Thc difference between thc most 
dissimilar characters, between a philosopher and a common street 
porter, for example, seems to arise not so much from nature, as 

^ (Tbc paramph is fepcated from Lectures, p. 169. It is founded on MandcviUe, 
mk of the Bees, pt. ii. (1729). <liaL vi., pp. 4^^. J ^ pp. 

• [This is apparently directed against Hams, Monty and Cmtis, pt. i., , ® 

accordance ■witt^ Tiew of (&iine, who adts readew to ‘cyisider how “‘y 
men are in Oeir bodUy force, and even in their ««»*»* 

cultivated by education’.— ‘Of foe Original Contract,’ m Estays, Moral mi PoUtM, 

1748, p. api.J 

IR-858 
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from habit, custom, and education. When they came into the 
world, and for the first six or eight years of their existence, they were 
perhaps,^ very much alike, and neither their parents nor playfellows 
could perceive any remarkable difference. About that age, or soon 
after, they come to be employed in very different occupations. The 
difference of talents comes then to be taken notice of, and widens 
by degrees, till at last the vanity of the philosopher is willinj^ to 
acknowledge scarce any resemblance. But without die disposition to 
truck, barter, and exchange, every man must have procured to 
himself every necessary and conveniency of life which he wanted. 
All must have had the same duties to perform, and the same wotk 
to do^ and there could have been no such difference of employ- 
ment as could alone give occasion to any great difference of talents,® 
and rendering those As it is this disposition which forms that difference 
differences usrful of talents, SO remarkable among men of different 
professions, so it is this same disposition which renders that difference 
useful. Many tribes of animals acknowledged to be all of the sanjic 
species, derive from nature a much more remarkable distinction of 
genius, than what, antecedent to custom and education, appears to 
take place among men. By nature a philosopher is not in genius 
and disposition half so different from a street porter, as a mastiff 
is from a greyhound, or a greyhound from a spaniel, or this last 
from a shepherd’s dog. Those different tribes of animals, however, 
though all of the same species, are of scarce any use to one another. 
The strength of the mastiff is not in the least supported either by the 
swiftness of the greyhound, or by the sagacity of the spaniel, or by 
the docility of the shepherd’s dog. The effects of those different 
geniuses and talents, for want of the power or disposition to barter 
and exchange, cannot be brought into a common stock, and do not 
in the least contribute to the better accommodation and colivatiicncy 
of the species. Each animal is still obliged to support and defend 
itself, separately and independently, and derives no sort of advan- 
tage from that variety of talents with which nature has distinguished 
its fellows. Among men, on the contrary, the most dissimilar 
geniuses arc of use to one another; the different produces of their 
respective talents, by the general disposition to truck, barter, and ex- 
change, being brought, as it were, into a common stock, where 
every man may purchase whatever part of the produce of other 
men’s talents he has occasion for. 

* [Terhaps’ is omitted in eds. a and 3, and restored in die errata to cd. 4.] 

• [Lectura, pp. 170-171.] 
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That the Division of Labour is Limited 
by the Extent of the Market 

Diuision of labour As it is the powcr of exchanging that gives occasion 
division of labour, so the extent ^of this 
of exchanging, division must always be limited by the extent of 

that power, or, in other words, by ^e extent of the market When 
the market is very small, no person can have any encouragement 
to dedicate himself entirely to one employment, for want of the 
power to exchange all that surplus part of the produce of his own 
labour, which is over and above his own consumption, for such 
parts of the produce of other men s labour as he has occasion for. 
Various trades industry, even of the lowest 

cannot be earned kind, which can bc Carried on no where but in a 
on except in towns, town. A portcr, for example, can find em- 

ployment and subsistence in no other place. A village is by much too 
narrow a sphere for him; even am ordinary mairket town is scarce 
large enough to afford him constant occupation. In the lone houses 
amd very small villages which are scattered about in so desert a 
country ats the Highlands of Scotland, every fanmer must be butcher, 
badker and brewer for his own family. In such situations we can 
scarce expect to find even a smith, a caurpenter, or a mason, within 
less than twenty miles of another of the same trade. The scattered 
families that live at eight or ten miles distance from the nearest of 
them, must learn to perform themselves a great number of little 
pieces of work, for which, in more populous countries, they would 
call in the assistance of those workmen. Country workmen are 
almost every where obliged to apply themselves to all the different 
branches of industry that have so much aflSmty to one another as to 
bc employed about the same sort of materials. A country carpenw 
deals in every sort of work that is made of wood: a country smith 
in every sort of work that is made of iron. The former is not only 

ai 



22 LIMIT OF DIVISION OF LABOUR [bK, I 

a carpenter, but a joiner, a cabinet maker, and even a carver in wood, 
as well as a whedwright, a ploughwright, a cart and waggon maker. 
The employments of the latter are still more various. It is impossible 
there should be such a trade as even that of a nailer in the remote and 
inland parts of the Highlands of Scotland. Such a workman at the 
rate of a thousand nails a day, and three hundred working days in 
the year, will make three himdred thousand nails in the year. But 
in such a situation it would be impossible to dispose of one thous- 
and, that is, of one day’s work in the year. 

Water-carnage As by means of water-carriagc a more extensive 
widens the market, market is Opened to every sort of industry thabi 
what l^d-carriage alone can afford it, so it is upon the sea-coast, and 
along the banks of navigable rivers, that industry of every kind 
naturally begins to subdivide and improve itself, and it is frequently 
not till a long time after that those improvements extend themselves 
to the inland parts of the country. A broad-wheeled waggon, at- 
tended by two men, and drawn by eight horses, in about six weeks 
time carries and brings back between London and Edinburgh near 
four ton weight of goods. In about the same time a ship navigated 
by six or eight men, and sailing between the ports of London and 
Leith, frequently carries and brings back two hundred ton weight 
of goods. Six or eight men, therefore, by the help of water-carriage, 
can carry and bring back in the same time the same quantity of goods 
between London and Edinburgh, as fifty broad-wheeled waggons, 
attended by a hundred men, and drawn by four hundred horses.^ 
Upon two hundred tons of goods, therefore, carried by the cheapest 
land-carriage from London to Edinburgh, there must be charged 
the maintenance of a htindred men for three wedcs, and both the 
maintenance, and, what is nearly equal to the maintenance, the 
wear and tear of four hundred hones as well as of fifty gleat wag- 
gons. Whereas, upon the same quantity of goods carried by water, 
there is to be charged only the maintenance of six or eight men, and 
the wear and tear of a ship of two hundred tons burthen, together 
with the value of the superior risk, or the difference of the insurance 
between land and water-carriage. Were there no other communica- 
tion between those two places, therefore, but by land-carriage, as 
no goods could be transported from the one to the other, except 

' [The superiority of carriage by sea is here considerably less than in Lectures^ p. 17a, 
but is still probably exaggerated. W. Playfiur, cd. of Wealth ofNatians, 1805, vol. i., 
p. 29, says a waggon of the kind described cotdd carry eight tons, but, of course, some 
allowance must be made for thirty years of road improvement.] 
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such whose price was very considerable in proportion to their 
weight, they could carry on but a small part of that commerce which 
at present subsists^ bctweai them, and consequendy could give but 
a small part of that encouragement which they at present mutually 
afford to each other’s industry. There could be little or no commerce 
of any kind between the distant parts of the world. What goods 
could bear the expence of land-carriage between London and CaL 
cutta?* Or if there were^ any so precious as to be able to support 
this expence, with what safety could they be transported through 
the territories of so many barbarous nations? Those two cities, how- 
ever, at present carry on a very considerable commerce with each 
other,^ and by mutually affording a market, give a good ^deal of 
encouragement to each other’s industry. 

and sc the first Since such, therefore, arc the advantages of water- 

^mt^l7a^oa5tlf carriage, it is natural that the first improvements of 
namgaUe rivers, art and industry should be made where this con- 
venicncy opens the whole world for a market to the produce of 
every sort of labour, and that they should always be much later in 
extending themselves into the inland parts of the country. The in- 
land parts of the country can for a long time have no other market 
for the greater part of their goods, but the country which Ues roimd 
about them, and separates them from the sea-coast, and the great 
navigable rivers. The extent of their market, therefore, must for a 
long dme be in proportion to the riches and populousness of that 
country, and consequendy their improvement must always be 
posterior to the improvement of that country. In our North Ameri- 
can colonics the plantations have constandy followed cither the sea- 
coast or the banks of the navigable rivers, and have scarce any whore 
extended themselves to any considerable distance from both. 
fin example amcttg The nations that, according to the best authenti- 

SleMedit^^^ history, appear to have been first civilized, 

ranean coast. wcrc those that dwdt tound the coast of the 
Mediterranean sea. That sea, by far the greatest inlet that is known 
in the world, having no tides, nor consequendy any waves except 
such as arc caused by the wind only,® was, by the smoothness of its 

^ {Ed. X read# Vhich is at present carried on’.] 

• [Playfair, op. ciL, p. 30, says that equalising the out and home voyages goods were 
carried from London to Calcutta by sea at the same price (ras. per cwt.) as from 
London to Leeds by land.] 

• [Ed. 1 reads ’was’.] 

• [Ed. I reads ‘carry on togedier a very considerable commerce*,] 

• [This shows a curious belief in the wave-producing capacity of the tides.] 
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surface, as well as by the multitude of its islands, and the proximity 
of its neighbouring shores, extremely favourable to the infant 
navigation of the world; when, from their ignorance of the compass, 
men were afraid to quit the view of the coast, and from the imper- 
fection of the art of ship-building, to abandon themselves to the 
boisterous waves of the ocean. To pass beyond the pillars of Her- 
cules, that is, to sail out of the Streights of Gilbraltar, was, in jthe 
andent world, long considered as a most wonderful and dangerous 
exploit of navigation. It was late before even the Phenicians a^d 
Carthaginians, the most skilful navigators and ship-builders of those 
old times, attempted it, and they were for a long time the only 
nations that did attempt it. 

Improvements first Countries on the coast of the Mediter- 

took place in ranean sea, JEgypt seems to have been the first in 

which either agriculture or manufactures were cul- 
tivated and improved to any considerable degree. Upper Egypt 
extends itself nowhere above a few miles from the Nile and in 
Lower Egypt that great river breaks itself into many different 
canals,^ which, with the assistance of a little art, seem to have 
afforded a communication by water-carriage, not only between all 
the great towns, but between all the considerable villages, and even 
to many farm-houses in the country; nearly in the same manner 
as the Rhine and the Maese do in Holland at present. The extent and 
easiness of this inland navigation was probably one of the principal 
causes of the early improvement of Egypt. 

Bengal and China; The improvements in agriculture and manufactures 
seem likewise to have been of very great antiquity in the provinces 
of Bengal in the East Indies, and in some of the eastern provinces of 
China; though the great extent of this antiquity is not authenticated 
by any histories of whose authority we, in this part of the ^orld, arc 
well assured. In Bengal the Ganges and several other great rivers 
form a great number of navigable canals* in the same maxuier as the 
Nile does in Egypt. In the Eastern provinces of China too, several 
great rivers form, by their different branches, a multitude of canals, 
and by communicating with one another afford an inland navigation 
mnda. mote extensive than that dtivet oC xlae \jl\ie ot the ot 

perhaps than both of them put together. It is remarkable that 


xtiany caiia2f\] 
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neither the antient Egyptians, nor the Indians, nor the Chinese, en- 
couraged foreign commerce, but seem all to have derived their 
great opulence from this inland navigation. 
while Africa, inland parts of Africa, and all that part or 

Tartar)' and Asia which Hcs any considerable way north of the 
^varia^Austria Euxine and Caspian seas, the antient Scythia, the 
and Hungary are modem Tartary and Siberia, seem in all ages of the 
backward. world to have been in the same barbarous and un- 

civilized state in which we find them at present. The sea of Tartary 
is the frozen ocean which admits of no navigation, and though some 
of the greatest rivers in the world run through that country,^ they 
are at too great a distance from one another to carry commerce and 
communication through the greater part of it. There are in Xfnea 
none of those great inlets, such as the Baltic and Adriatic seas in 
Europe, the Mediterranean and Euxine seas in both Europe and 
Asia, and the gulphs of Arabia, Persia, India, Bengal, and Siam, in 
Asia, to carry maritime commerce into the interior parts of that 
great continent: and the great rivers of Africa arc at too great a dis- 
tance firom one another to give occasion to any considerable inland 
navigation. The commerce besides which any nation can carry on 
by means of a river which docs not break itself into any great num- 
ber of branches or canals, and which runs into another territory 
before it reaches the sea, can never be very considerable; because 
it is always in the power of the nations who possess that other terri- 
tory to obstrua the communication between the upper country 
and the sea. The navigation of the Danube is of very lit^ use to the 
different states of Bavaria, Austria and Hungary, in comparison of 
what it would be if any* of them possessed the whole of its course 
fill it falls into the Bla<^ Sea.* 

^ [The real difficulty is that the mouths of the rivers arc in the Arctic Sea, so that they 
are separated. One of the objects of the Siberian railway is to connect them.] 

* (Ed. I reads ‘any one’ here.] 

• (The passage corresponding to this chapter is comprised in one paragraph in 
LectmSf p. 172,] 
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Division ofiabour When the division of labour has been once thor- 
S ‘^‘umby ougWy estabUshed, it is but a very small part bf a 
exchan^ttg. man’s -wants which the produce of his o-wn labour 
can supply. He supphes the far greater part of them by exchanging 
that surplus part of the produce of his own labour, which is over and 
above Ids o-wn consumption, for such parts of the produce of oAer 
men’s labour as he has occasion for. Every man thus hves by ex- 
changing, or becomes in some measure a merchant, and the sociirty 
itself grows to be what is properly a commercial society. 

DiffiadUes of barter But when the di-vision ofiabour first begam to take 

P°^“ exchanging must frequently 
as money, have been very much clogged and embarrassed in 

its operations. One man, we shall suppose, has more of a certain 
commodity than he himself has occasion for, while another has less. 
The former consequently would be glad to dispose of, and the latter 
to purchase, a part of this superfluity. But if this latter should chance 
to have nothing that the former stands in need of, no exchange can 
be made between them. The butcher has more meat in his shop than 
he himself can consume, and the brewer and the baker would each 
of them be willing to purchase a part of it. But they have nothing 
to offer in exchai^e, except the diflerent productions ^ their re- 
spective trades, and the butcher is already provided with all the 
bread and beer which he has immediate occasion for. No exchange 
can, in this case, be made between them. He cannot be their mer- 
chant, nor they his customers; and they arc all of them thus mutually 
less serviceable to one another. In order to avoid the inconvaiicncy 
of such situations, every prudent man in every period of society, 
after the first establishment of the division ofiabour, must naturally 
have endeavoured to manage his aflfairs in such a manner, as to 
have at all times by him, besides the peculiar produce of his own 
industry, a certain quantity of some one commodity or other, such 

26 
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as he imagined few people would be likely to refuse in exchange for 
the produce of their industry.^ 

for example, cattle, Many different commodities, it is probable, were 
successively both thought of and employed for this 
leather* and nails. puTposc. In the rudc ages of society, cattle are said 

to have been the common instrument of commerce; and, though 
they must have been a most inconvenient one, yet in old times we 
find things were frequcndy valued according to the number of 
cattle which had been given in exchange for them. The armour of 
Diomede, says Homer, cost only nine oxen; but that of Glaucus cost 
an hundred oxen.® Salt is said to be the common instrument of com- 
merce and exchanges in Abyssinia;* a species of shells in somj parts 
of the coast of India; dried cod at Newfoundland; tobacco in Vir- 
ginia;^ sugar in some of our West India colonics; hides or dressed 
leather in some other countries; and there is at this day a village 
in Scotland where it is not uncommon, I am told, for a workman 
to carry nails instead of money to the bakcr^s shop or the ale- 
house.® 

Metals were In all countries, however, men seem at last to have 
fonedhec<me^dur- determined by irresistible reasons to give the 

able and divisible, preference, for this employment, to metals above 
every other commodity.* Metals can not only be kept with as little 
loss as any other commodity, scarce any thing being less perishable 
than they are, but they can likewise, without any loss, be divided 
into any number of parts, as by fusion those parts can easily be re- 

^ [The paragraph has a dose resemblance to Harris, Money and Coins, pt. i., §§ *9* 

20 .] 

* [Iliad, vi., 23^; quoted with the same object in Pliny, Hist. Nat., lib. xxxiii., 
cap. L; Pufendorf, De jure naturae etgentitm, lib, v., cap. v., § i ; Martin-Lcake, Historical 
Account of English Money, and ed., 1745» P- 4 and elsewhere.] 

* (Montesquieu, Esprit des lois, liv. xxii., chap i., note.] 

* [W. Douglass, A Summary Historical and PoHHcal of the First Plmting, Progressive 
Improvements and ^sent State of the British Settlements in North America, 1760, vol. ii., 
p. 364. Certain law odicers* fees in Washington were stiU computed in tobacco in 
1888.--J. J. Lalor, Cyclopcedia of Political Science, 1888, s.v. Money, p. 879 ] 

» [Playmr, ed. of Wealth of Nations, 1805, vol. i., p. 36, says the explanation of this is 
that factors furnish the nailers widi materials, *and during die time they are workii^ 
givethem a credit for bread, cheese and chandlery goods, vdiich they pay for in 
when the iron is worked up. The fact that nails are metal is forgotten at the beguming 
of the next paragraph in the text above,] . t-t •• 

* [For earlier theories as to these reasons see Grotius, Dejure bellt et pacts, lib. 11., ^p. 

xii., S 17; Pufendorf, De jure natura et gentium, Hb. v., cap. i., § 13; Locke, Seme Ccm- 
sideroHdns, and ed., 1696, p. 31; Law, Money and Trade, 1705. c^ 1.; Hutches^ 
System of Mom! Philosophy, t^SS* vol. ii., pp. 55. 5<S; Montesquieu, ^rU des lois, liv. 
xxii., dff. ii.; CanriHon. J^sai sur la Ndtttre du Commerce en gMreX, i75S» PP* ^53. 
355-157; Harris, Money and Coins, pt i, SS cp- PP- 
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united again; a quality which no other equally durable commodities 
possess, and wldch more than any other quality renders them fit 
to be the instruments of commerce and circulation. The man who 
wanted to buy salt, for example, and had nothing hut cattle to give 
in exchange for it, must have been obliged to buy salt to die value 
of a whole ox, or a whole sheep, at a time. He could seldom bu|r less 
than this, because what he was to give for it could seldom be divided 
without loss; and if he had a mind to buy more, he must, fon the 
same reasons, have been obliged to buy double or triple the quantity, 
the value, to wit, of two or three oxen, or of two or three sheep^lf, 
on the contrary, instead of sheep or oxen, he had metals to give in 
exchange for it, he could easily proportion the quantity of the metal 
to the precise quantity of the commodity which he had immediate 
occasion for. 

Iron, copper, gold Difierent metals have beoi made use of by difierent 
and silver, nations for this purpose. Iron was the common 

instrument of commerce among the antient Spartans; copper among 
the antient Romans; and gold and silver among all rich and com- 
mercial nations. 

were at first used Those metals seem originally to have been made 

in unstamped bars, jjjg of jjyj purpose in rude bars, without any 
stamp or coinage. Thus we are told by Pliny,^ upon the authority 
of Tinueus, an antient historian, that, till the time of Servius Tullius, 
the Romans had no coined money, but made use of unstamped bars 
of copper, to purchase whatever they had occation for. These rude 
bars, therefore, performed at this time the function of money. 
and tfiterwards The use of metals in this rude state was attended 
jnmM^-mffinc considerable inconveniencies; first 

ness; with the trouble of weighing;* and, secondly, with 

that* of assaying them. In the precious metals, where a Snail dif- 
ference in the quantity makes a great diiference in the value, even 
the business of weighing, with proper exactness, requires at least 
very accurate weights and scales. The weighing of gold in particular 
is an operation of some nicety. In the coarser metals, indeed, where 
a small error would be of little consequence, less accuracy would, no 
doubt, be necessary. Yet we should find it excessively troublesome, 

‘ Plin. Hi«. Nat. lib. 33. cap. 3. [‘Serviu* rex primus signavit aes. Aatea rudi tisos 
fLomas Tinueus tradit** Ed« x reads *autliQrity of one Remeuit an antient author/ 
Remeus being the reading in the edition of Pliny in Sinith*i library^ C|>. Bonar's 
Caiaipgue of the of Adam Smith, 1894, j>. 87. Ed. 1 does not contain the note.] 

• {Ed. X reads ‘weighing them’.] • {Ed, i reads ‘with the trooWe‘.) 
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if every time a poor man had occasion cither to buy or sell a &r- 
thing^s worth of goods, he was obliged to weigh the farthing. The 
operation of assaying is still more chfficult, still more tedious, and, 
unless a part of the metal is fairly melted in the crucible, with proper 
dissolvents, any conclusion that can be drawn from it, is extremely 
uncertain. Before the institution of coined money, however, unless 
they went through this tedious and difficult operation, people must 
always have been liable to the grossest frauds and impositions, and 
instead of a pound weight of pure silver, or pure copper, might 
receive in exchange for their goods, an adulterated composition of 
the coarsest and cheapest materials, which had, however, in their 
outward appearance, been made to resemble those metals, l^o pre- 
vent such abuses, to facilitate exchanges, and thereby to encourage 
all sorts of industry and commerce, it has been found necessary, in 
all countries that have made any considerable advances towards 
improvement, to affix a public stamp upon certain quantities of such 
particular metals, as were in those countries commonly made use of 
to purchase goods. Hence the origin of coined money, and of those 
public offices called mints; ^ institutions exaedy of the same nature 
with those of the aulnagers and stampmasters of woollen and linen 
cloth.* All of them are equally meant to ascertain, by means of a 
public stamp, the quantity and uniform goodness of those different 
commodities when brought to market. 

stamps to show public Stamps of this kind that were affixed 

fineness being in-- to the current mctals, seem in many cases to have 
traduced first, intended to ascertain, what it was both most 

difficult and most important to ascertain, the goodness or fineness of 
the metal, and to have resembled the sterling mark which is at pre- 
sent affixed to plate and bars of silver, or the Spanish mark whi^ is 
sometimes affixed to ingots of gold, and which being struck only 
upon one side of the piece, and not covering the whole surface, as- 
certains the fineness, but not the weight of the metal. Abraham 
weighs to Ephron the four hundred shekels of silver which he had 

^ [Aristotle, Politics, xiyja, 58-41; quoted by Pufendorf, De jure wUurce et gentium, 
lib. V., cap. i.. S la.] 

* [The aulnager measured woollen doth in England under 25 Bd. HI., st 4, c, x. See 
John Smith, Ckromcon Rmticuf»-Commerckle or Memoirs of Wool, 1747, vol i., p. 37, 
The stampmaEters of linen doth in the linen districts of Scotland were appointed under 
xo Aim., ax, to prevent *^ver$ abuses and deceits* which *have of late hetsa used 

in the nu^^cturies of linen doth . . . with respect to the lengths, bmddu and un- 
c^nal spxtix^ of yam, which leads to the gimlt debasing and undecvaluisig of the laid 
linen dodi bo^ at home and in foreign parts.*— Staltfles of the Redm^ vol ix.» p. dSi.] 
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agreed to pay for the field of Machpdah.^ They are said however 
to be the current money of the merchant, and yet are received by 
weight and not by tale, in the same manner as ingots of gold and 
bars of silver are at present. The revenues of the antient Saxon kings 
of England are said to have been paid, not in money but in kind, 
that is, m victuals and provisions of all sorts. William the Oon- 
queror introduced the custom of paying them in money.* This 
money, however, was, for a long time, received at the exchequer, 
by weight and not by tale.* 

and coinage to show The inconveniency and difficulty of weighing those 
weight later, mctals with exactness gave occasion to the institu- 
tion o^coins, of which the stamp, covering entirely both sides of the 
piece and sometimes the edges too, was supposed to ascertain not 
only the fineness, but the weight of the metal. Such coins, tlicrefore, 
were received by tale as at present, without the trouble of weighing. 
The names of coins denominations of those coins seem originally 

originally expressed to have expressed the weight or quantity of metal 
thetr weight. contained in them. In the time of Servius Tullius, 
who first coined money at Rome,* the Roman As or Pondo con- 
tained a Roman pound of good copper. It was divided in the same 
manner as our Troyes pound, into twelve ounces, each of which 
contained a real ounce of good copper. The English pound sterling 
in the time of Edward L, contained a pound, Tower weight, of 
silver of a known fineness. The Tower pound seems to have been 
something more than the Roman pound, and something less than 
the Troyes pound. This last was not introduced into the mint of 
England till the i8th of Henry VIII. The French livre contained in 
the time of Charlemagne a pound, Troyes weight, of silver of a 
known fineness. The fair of Troyes in Champaign was at that time 
firequented by aU the nations of Europe, and the weights and mea- 
sures of so famous a market were generally known and esteemed. 
The Scots money pound contained, from the time of Alexander the 
First to that of Robert Bruce, a pound of silver of the same weight 
and fineness with the English pound sterling. English, French, and 

^ [Genesis xxiii. i6.] 

* [‘King William the Hrst, for the better pay of his warriors, caused the firmes which 
dll hw time had for the most part been answered in victuals, to be converted in 
pecuniam niwwefirtaw.’— Lowndes, Report containing an Essay Jor the Amm^ment of the 
Silver Coins, 1695, 4. Hume, whom Kdam Smith often fohowv uo ludi 

Hislory. ed. of 1773, voL i., pp. 225, 226,] 

* P. 4.} # fAbove. p, 
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Scots pennies too, contained all of them originally a real penny* 
weight of silver, the twentieth part of an ounce, and the two- 
hundrcd-and-fortieth part of a pound. The shilling too seems ori- 
ginally to have been the denomination of a weight. When wheat 
is at twelve shillings the quarter, says an anticnt statue of Henry in. 
then wastel bread of a farthing shall weigh eleven shillings and four pence?- 
The proportion, however, between the shilling and cither the penny 
on the one hand, or the pound on the other, seems not to have been 
so constant and uniform as that between the penny and the pound. 
During the first race of the kings of France, the French spu or shiUic^ 
appears upon different occasions to have contained five, twelve, 
twenty, and forty pennies. ^ Among the anticnt Saxons a shilling 
appears at one time to have contamed only five pennies,® and it is 
not improbable that it may have been as variable among them as 
ai^nong their neighbours, the andent Franks. From the time of 
Charlemagne among the French,* and from that of William the 
Conqueror among the English,® the proportion between the pound, 
the shilling, and the penny, seems to have been imiformly the same 
as at present, though the value of each has been very different. For 
in every country of the world, I believe, the avarice and injustice 
of princes and sovereign states, abusing the confidence of their sub- 
jects, have by degrees diminished the real quantity of metal, which 
had been originally contained in thdr coins. The Roman As, in the 
latter ^cs of the Republic, was reduced to the twenty-fourth part 
of its original value, and, instead of weighing a pound, came to 
weigh only half an ounce.® The English pound and penny contain 
at present about a third only; the Scots pound and penny about a 
thirty-sixth; and the French pound and penny about a sixty-sixth 


> [The Assize of Bread and Ale, 51 Hen. III., contains an elaborate s^e beginning, 
‘When a quarter of wheat is sold for xii d. then waste! bread of a Birthing shall weigh 
vi L and xvi s.* and goes on to the figures quoted in the text above. The statute is 
quoted at second-hand from Martin Folkes* Table of English Silver Coins with the same 
object by Harris, Essay upon Money and Coins, pt. i., S 29. but Harris does not go 6 r 
enough in the scale to bring in the penny as a weight. As to this scale sec btiow. 


pp. 199, 204. J 

* [fid. X reads ^twenty, forty and forty-eight posnies*. Gamier, Rjsdterches sur la 
nature ei les causes ie la richesse das nations, par Aim Sndth, 1802, tom. v., p. 55, in 
a note on this passage says that the sou was always twelve deniers.] 

* [Hume, ESstory of Boland, ed. o£ 177$, L, p. 226. Hcetwood, Chronicon Predosum, 
1707, p. 30. These authorities say there were 48 shiilingsin the pound, so that 240 pence 
would still make £i.] 

» a piund string W prided vm 

twiaity diillmgs.’— Hume* Hidory of England, o£ ht F* ^*3 

• [Plihy, Hist* Nat., lib. xxxiii., cap. lii.; sec below, vol. w., pp. 4^8, 4^1 
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part of their original valuc,^ By means of those operations the princes 
and sovereign states which performed them were enabled, in appear- 
ance, to pay their debts and to fulfil their engagements with a sinaller 
quantity of silver than would otherwise have been requisite. It was 
indeed in appearance only; for their creditors were really defrauded 
of a part of what was due to them. All other debtors in the state were 
allowed the same privilege, and might pay with the same nomhial 
sum of the new and debased coin whatever they had borrowed in 
the old. Such operations, therefore, have always proved favourable 
to the debtor, and ruinous to the creditor, and have sometimes prb- 
duced a greater and more universal revolution in the fortunes of 
private persons, than could have been occasioned by a very great 
public calamity.* 

It is in this manner that money has become in all civihzed nations 
the universal instrument of commerce, by the intervention of which 
goods of all kinds arc bought and sold, or exchanged for one 
another.* 

The next inquiry is What are the rulcs which men naturally observe 
“ exchanging them either for money or for one 
value, another, I shall now proceed to examine. These 

rulcs determine what may be called the relative or exchangeable 
value of goods. 

Value may rnean The WOrd VALUE, it is tO bc obscr^, haS 
or^ufin different meanings, and sometimes expresses Idle 

exchange. Utility of some particular object, and sometimes the 

power of purchasing other goods which the possession of that object 
conveys. The one may bc called ‘value in use;’ the other, ‘value in 
exchange.’ The things which have the greatest value in use have 
frequently little or no value in exchange; and on the contrary, those 

^ [Harris, Money and Coins, pt. i., § 30, note, makes the French livre about one 
seventieth part of its original value.] 

* [The subject of debased and depreciated coinage occurs again below, pp. 38, 39, 
216; vol. ii., pp. 59^5* 4^7-470, One of the reasons why gold and silver ^caine the 
most usual forms of money is dealt with below, pp. 191, 192. See Coin and Mcmey in 
the index.] 

* pn Lectures, pp% 182-190, where much of this chapter is to be found, money is 
considered *first as the measure of value and then as the medium of permutation or 
exdiange*. Money is said to have had its orifi^ in the fact t^t men natumlly &E uptm 
one commodity widi which to compare & value of all other commodities. ‘When 
this commodity was once sdected it became the medium of exchange. In this diapcer 
money comes into use &om the Erst as a medium of exchange, and its me ^ measure 
of value is not mentioned. The next chapter explains c^t it is vulgattpbied at a 
measure of value because it is used as an instrument of commerce or medhaisi of 
exchas^.] 
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which have the greatest value in exchange have frequently little or 
no value in use. Nothing is more useful than water: but it will pur- 
chase scarce any thing; scarce any thing can be had in exchange for 
it A diamond, on the contrary, has scarce any value in use; but a 
very great quantity of other goods may frequently be had in ex- 
clmge for it^ 

Thrte ipiestiotis, In order to investigate the principles which regu- 
late the exchangeable value of commodities, I shall endeavour to 
shew, 

rte measure of tliis exchangeable 

cmmoJties, Of* wherein consists the real price of all 

(2) what are the commodities. 

Secondly, what are the different parts of which 
tj) why the market this real price is composed or made up. 

TmgTfrmtMs ^tlf. what are the different circumstances 

which sometimes raise some or all of these different 
parts of price above, and sometimes sink them below their natural 
or ordinary rate; or, what are the causes which sometimes hinder 
the market price, that is, the actual price of commodities, from 
coinciding exactly with what may be called their natural price. 
will be answered ^ cndcavour to explain, as fully and distinctly 

in the next three as I can, thosc three subjects in the three following 

chapters, for which I must very earnestly entreat 
''0 bom the |>^ence and attention of the reader: his patioice in order 
to examine a detail which may perhaps in some places appear un- 
necessarily tedious; and his attention in order to understand what, 
may, perhaps, after the fullest explication which I am capable^m 
giving of it, appear still in some degree obscure. I am always willing 
to run some hazard of being tedious in order to be sure that I an;. ^ 
perspicuous; and after takii^ the utmost pains diat I can to be ' 
perspicuous, some obscurity may stiU appear to remain upon a 
subject* in its own nature extremely abstracted. 

* {Letiuro, p. 157. Law, Uimey md Trade, 170$, di. i. (Mowed by Hatris, Money 
and Cains, pti,S 3}, contiasts the value of water with that of diamoads. The dbei^aes 
of water ii tefaied to by PUto, EnAydem, 304 B., quoted by PufendotL Dejnfn,.^ 
lutiune et genliiim, Ub. v., cap. L, § 6; cp. Baibeyrac’i note ott § 4.] 

' {Ed. I readi ‘subject wmdi is'.] 



CHAPTEK V 


Of the Real and Nominal Price of ■, 
Commodities, or of their Price in Labour, 
and their Price in Money 


Labour is the reoJ ^^ery man is rich or poor according to the degree 
measure of ex- in which he can afford to enjoy the necessaries, 

changeabk value, conveniencies, and amusements of human life.^ But 
after the division of labour has once thoroughly taken place, it is but 
a very small part of these with which a man’s own labour can supply 
him. The Bit greater part of them he must derive from the labour 
of other people, and he must be rich or poor according to the 
quantity of that labour which he can command, or which he can 
afford to purchase. The value of any commodity, therefore, to the 
person who possesses it, and who means not to use or consume it 
himself, but to exchange it for other commodities, is!'%qual to die 
quantity of labour which it enables him to purchase or command. 
Labour, therefore, is the real measure of the exchangeable value of 
all commodities. 

and the first price The real price of every thing, what every thing 
pMfor all things, jeally costs to the man who wants to acquire it, is 
the toil and trouble of acquiring it. What every thing is rediy worth 
to the man who has acquired it, and who wants to dispose of it or 
exchange it for something else, is the toil and trouble which it can 
save to himself, and which it can impose upon other people. What 
is bougk with money or with goo^ is purchased by labour,* as 
mudi as what we acquire by the toil of our own body. That money 
or those goods indeed save us diis toil. They contain the value of a 
certain quamity of labour which we exchange for what is supposed 

' [*La richessc en dle-m^me n’est autre chose que la nourriture, Ics et Ics 

agr<^meiit$ dc la vie/ — Cantilloii, Essai, pp, i, 2.] W 

^ [‘Everything in the world is purchased by labour/— Hume, *Of Commerce/ m 
PMcd Discourses, 1752, p. 12.J 
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at the time to coatain the value of an equal quantity. Labour was 
the first price, the original purchase-money that was paid for ail 
things. It was not by gold or by silver, but by labour, that aU the 
wealth of the world was originally purchased; and its value, to diose 
who possess it, and who want to exchange it for some new produc- 
tions, is precisely equal to the quantity of labour which it can enable 
them to purchase or command. 

Wealth is power of Wealth, as Mr. Hobbes says, is power.^ But the 
purchasing labour, person who either acquires, or succeeds to a great 
fortune, does not necessarily acquire or succeed to any political 
power, either civil or military. His fortune may, perhaps, afford 
him the means of acquiring both, but the mere possession fi{ that 
fortune does not necessarily convey to him either. The power which 
that possession immediately and directly conveys to him, is the 
power of purchasing; a certain command over all the labour, or 
over all the produce of labour which is then in the market. His 
fortune is greater or less, precisely in proportion to the extent of 
this power; or to the quantity either of other men s labour, or, what 
is the same thing, of the produce of other men's labour, which it 
enables him to purchase or command. The exchangeable value of 
every thing must always be precisely equal to the extent of this 
power which it conveys to its owner.* 

But value is noi^ But though labour be the real measure of die ex- 
conmonly 
mated by labour^ 
because labour is 

difficult to measure, often difficult to ascertain the proportion between 
two different quantities of labour. The time spent in two different 
sorts of work will not always alone determine this proportion. The 
different degrees of hardship endured, and of ingenuity exercised, 
must likewise be taken into account. There may be more labour in 
an hour’s hard work than in two hours easy business; or in an hour’s 
application to a trade which it cost ten years labour to learn, than 
in a month’s industry at an ordinary and obvious employment. 
But it is not easy to find any accurate measure either of hardship 
or ingenuity. In exchanging indeed the different productions 
different sorts of labour for one another, some allowance is com- 
monly made for both. It is adjusted, however, not by any accurate 

^ fAl^o.riches joined with liberality is Power, bccanse it procureth £riends 4nd 
servants: ^^diout liberality not so, because in thus case they defoid not but expose men 
to envy as a |Mfcy.'— LeWatfenn, L, x] 

* [Tijis paragraph appears first in Additions and Corrections and ed. 3 .] 


changeable value of all commodities, it is not that 
by which their value is commonly estimated. It is 
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measure, but by the higgling and bargaining of the market, accord- 
ing to that sort of rough equality which, though not exact, is 
sufficient for carrying on the business of common life.^ 
and commodities Every commodity besides, is more frequendy ex- 
changed for, and thereby compared with, other 
commodities, commodities than with labour. It is more nat^al 
therefore, to estimate its exchangeable value by the quantity of sc^c 
other commodity than by that of the labour which it can purchase. 
The greater part of people too understand better what is mealnt 
by a quantity of a particular commodity, than by a quantity qf 
labour. The one is a plain palpable object; the odicr an abstract 
notion^ which, though it can be made sufficiendy intelligible, is 
not altogether so natural and obvious. 

espedally money. But when barter ceases, and money has become the 
which is therefore common instrument of commerce, every particular 

more frequently ^ , i i r 

used in estimating commodity IS more frequently exchanged tor 

value, money than for any other commodity. The butcher 

seldom carries his beef or his mutton to the baker, or the brewer, in 
order to exchange them for bread or for beer; but he carries them 
to the market, where he exchanges them for money, and afterwards 
exchanges that money for bread and for beer. The quantity of 
money which he gets for them regulates too the quantity of bread 
and beer which he can afterwards purchase. It is more natural and 
obvious to him, therefore, to estimate their value by the quantity 
of money, the commodity for which he immediately exchanges 
them, than by that of bread and beer, the commodities for which 
he can exchange them only by the intervention of another com- 
modity; and rather to say that his butcher's meat is worth threepence 
or fourpence a pound, than that it is worth three or four gpunds of 
bread, or three or four quarts of small beer. Hence it comes to pass, 
that the exchangeable value of every commodity is more frequently 
estimated by the quantity of money, than by the quantity cither of 
labour or of any other commodity which can be had in exchange 
for it. 

But gold and silver Gold and silver, however, like every other com- 

vary in value, modity, vary m their value, arc sometimes cheaper 
smetmes costing i . i . /-.‘i 

more wii some- sometimes dearo:, sometimes ot easier aao 

Mmes kss labour, sometimes of more diflScult purchase. The quantity 

^ (The absence of any reference to the lengthy discussion of this subject tn dbap. x,ls 
cuxious.} 
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whereas equal of labour which any particular quantity of them 
purchase or command, or the quantity of other 
labourer, goods which it will exchange for, depends always 

upon the fertility or barrenness of the mines which happen to be 
known about the time when such exchanges arc made. The dis- 
covery of the abundant mines of America reduced, in the sixteenth 
century, the value of gold and silver in Europe to about a third of 
what it had been before.^ As it cost less labour to bring those metals 
from the mine to the market, so when they were brought thither* 
they could purchase or command less labour; and this revolution in 
their value, though perhaps the greatest, is by no means the only 
one of which history gives some account. But as a measure qf quan- 
tity, such as the natural foot, fathom, or handful, which is con- 
tinually varying in its own quantity, can never be an accurate 
measure of the quantity of other things; so a commodity which is 
itself continually varying in its own value, can never be an accurate 
measure of the value of other commodities. Equal quantities of 
labour, at all times and places, may be said to be* of equal value 
to the labourer. In his ordinary state of health, strength and spirits; 
in the ordinary degree of his skill and dexterity,^ he must always 
lay down the same portion of his ease, his liberty, and his happiness. 
The price which he pays must always be the same, whatever may 
be the quantity of goods which he receives in return for it. Of these, 
indeed, it may sometimes purchase a greater and sometimes a 
smaller quantity; but it is their value which varies, not that of the 
labour wliich purchases them. At all times and places that is dear 
which it is difficult to come at, or which it costs much laboin: to 
acquire; and that cheap which is to be had easily, or with very little 
labour. Labour alone, therefore, never varying in its own v^ue, is 
alone the ultimate and real standard by which the value of all com- 
modities can at all times and places be estimated and compared. It 
is their real price; money is their nominal price only, 
aithw^ the But though equal quantities of labour are always 

^ kbourcr, yet to the pprson 
in value* who employs him they appear sometimes to be 

of greater and sometimes of smaller value. He purchases them 


* [Bdow, p. ai3.] 

* Bd, X nsids *dbere*,} 

* £d« I reads <)uantities of labour must at all times and places be*,] 

* {the words from *In his ordinary state of hcaldi’ to ‘dexterity* appear first in 
cd. a,] 
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sometimes with a greater and sometimes with a smaller quantity of 
goods, and to him the price of labour seems to vary like that of all 
other things. It appears to him dear in the one case, and cheap in 
the other. In reality, however, it is the goods which are cheap in 
the one case, and dear in the other. 

So regarded, labour popular sense, therefore, labour, like co*l- 

has a real and a modities, may be said to have a real and a nomiikl 

nominal price, price. Its real price may be said to consist in tHe 

quantity of the necessaries and conveniencies of life which are giveh 
for it; its nominal price, in the quantity of money. The labourer is 
rich or poor, is well or ill rewarded, in proportion to the real, not 
to the upminal price of his labour. 

The distinction The distinction between the real and the nominal 

between real and of commodities and labour, is not a matter of 

nominal is some- ^ 1 • 1 • t r 

times useful in mere Speculation, but may sometimes be 01 con- 

practice, siderable use in practice. The same real price is 

always of the same value; but on account of the variations in the 
value of gold and silver, the same nominal price is sometimes of 
very different values. When a landed estate, therefore, is sold with 
a reservation of a perpetual rent, if it is intended that this rent 
should always be of the same value, it is of importance to the family 
in whose favour it is reserved, that it should not consist in a parti- 
cular sum of money, ^ Its value would in this case be liable to 
variations of two different kinds; first, to those which arise from 
the different quantities of gold and silver which are contained at 
different times in coin of the same denomination; and, secondly, to 
those which arise from the different values of equal quantities of 
gold and silver at different times. 

since the amount of P^n^es and sovereign states have firequentl^^fancied 
metal in coins that they had a temporary interest to diminish the 

tends to dimmish, quantity of pure metal contained in their coins; but 
they seldom have fiincied that they had any to augment it. The 
quantity of metal contained in the coins, I believe of all nations, 
has, accordingly, been almost continually diminishing, and hardly 
ever augmenting.^ Such variations therefore tend almost always to 
diminish the value of a money rent. 


^ [ 3 c above all things careful how you make any composition or agreement for any 
long space of years to receive a certain price of money for the com that is due to you, 
. although for the present it may seem a tempting bargain.’*— Fleetwood, Chrokcon 
Prechsum, p. 174.] 

* {Above, pp. 30-31*1 
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and the value of discovcry of thc mines of America diminished 

gold and silver to the valuc of gold and silver in Europe. This diminu^ 
*^**^^' tion, it is commonly supposed, though I apprehend 

without any certain proof, is still going on gradually,^ and is likely 
to continue to do so for a long time. Upon this supposition, there- 
fore, such variations are more likely to diminish, than to augment 
thc value of a money rent, even though it should be stipulated to 
be paid, not in such a quantity of coined money of such a denomina- 
tion (in so many pounds sterling, for example), but in so many 
ounces cither of pure silver, or of silver of a certain standard. 

English rents re- The rents which have been reserved in corn have 
hZlfallm^tol preserved their value much better than thoje which 
fourth since is86, have been reserved in money, even wWe thc 
denomination of the coin has not been altered. By the i8th of 
Ehzabeth* it was enacted. That a third of thc rent of all college 
leases should be reserved in com, to be paid, either in kind, or 
according to the current prices at the nearest pubhc market. Thc 
money arising from this com rent, though originally but a third of 
thc whole, is in the present times, according to Doctor Blackstonc, 
commonly near double of what arises from thc other two-thirds.^ 
Thc old money rents of colleges must, according to this account, 
have sunk almost to a fourth part of their ancient value; or are 
worth little more than a fourth part of thc com which they were 
formerly worth. But since the reign of Philip and Mary thc 
denomination of the English coin has undergone little or no altera- 
tion, and the same number of pounds, shillings and pence have 
contained very nearly the same quantity of pure silver. This 
degradation, therefore, in thc valuc of thc money rents of 
colleges, has arisen altogether from thc degradation in the value of 
silver. 


' [Bdow, pp. 240-241.] 

* [C. 6, which appliM to Oxford, Cambridge, Winchester and Eton, and provides 

that no college shall make any lease for lives or years of tithes, arable land or pasture 
without securing that at least one-third ortholde* (presumably the whole not die dd) 
rent should be paid in coin. Act was promoted by Sir Thomas Smith to the anxMCsidi- 

ment, it is saief of his fellow-members of Parliament, who could not see wbat didfer- 
ence it would make. *But the knight took the advantage of the preset cheaptldss; 
loAowing herealto grain would grow dearer, mankind d^y multiplying, and licenoe 
being lately given for transportation. So that at this day much emolument redoundeth 
to the coEegca in each university, by the passing of this Act; and though dicir rents 
stand ttiU, their revenues do increase.’— Fuller. HlsL of the University of Camhidge^ i6$s, 
p. X44, quoted in Strype, Ufe of the learrud Sir Thotnas Snttth, p« 19^*} 

• [CmmentarieSt 176s, vol. ii., p. 
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and similar Scotch When the degradation in the value of silver is com- 
and French rents bined with the diminution of the quantity of it 
almost to nothing, contained in the coin of the same denomination, 
the loss is frequently still greater. In Scotland, where the denomina- 
tion of the coin has undergone much greater alterations than it ever 
did in England, and in France, where it has undergone still greatier 
than it ever did in Scotland,^ some ancient rents, originally bf 
considerable value, have in this manner been reduced almost tp 
nothing. 


Equal quantities of labour will at distant times be 
purchased more nearly with equal quantities of 
corn, the subsistence of the labourer, than with 
equal quantities of gold and silver, or perhaps of any other com- 
modity. Equal quantities of com, therefore, will, at distant times, 
be more nearly of the same real value, or enable the possessor to 
purchase or command more nearly the same quantity of the labour 
of other people. They will do this, I say, more nearly than equal 
quantities of almost any other commodity; for even equal quan- 
tities of corn will not do it exactly. The sul5sistencc of the labourer, 
or the real price of labour, as I shall endeavour to show hereafter,* 
is very different upon different occasions; more liberal in a society 
advancing to opulence, than in one that is standing still; and in one 
that is standing still, than in one that is going backwards. Every 
other commodity, however, will at any particular time purchase a 
greater or smaller quantity of labour in proportion to the quantity 
of subsistence which it can purchase at that time. A rent therefore 
reserved in com is liable only to the variations in the quantity of 
labour which a certain quantity of com can purchase. But a rent 
reserved in any other commodity is Hable, not only to the v|riations 
in the quantity of labour which any particular quantity of com can 
purchase, but to the variations in the quantity of corn which can 
be purchased by any particular quantity of that commodity. 
but liable tp much Though the real value of a com rent, it is to be 
larger annual observed however, varies much less ftom century 
vanattorts, Century than that of a money rent, it varies much 

more from year to year. The money price of labour, as I shall 
endeavour to show hereafter,* does not fluctuate from year to year 
with the money price of com, but seems to be every where accom- 


Corn rents are 
more stable than 
money rentSt 

• 


* {Above, p. 31.] * (Below, pp. 77-to.] 

» [Bdow, pp. 83, 93, 96.] 
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modated, not to the temporary or occasional, but to the average or 
ordinary price of that necessary of life. The average or ordinary 
price of com again is regulated, as I shall likewise endeavour to 
show hereafter,^ by the value of silver, by the richness or barrenness 
of the mines which supply the market with that metal, or by the 
quantity of labour which must be employed, and consequently of 
com which must be consumed, in order to bring any particular 
quantity of silver® from the mine to the market. But the value of 
silver, though it sometimes varies greatly from century to century, 
seldom varies much from year to year, but frequently continues the 
same, or very nearly the same, for half a century or a century 
together. The ordinary or average money price of com, therefore, 
may, during so long a period, continue the same or very nearly the 
same too, and along with it the money price of labour, provided, 
at least, the society continues, in other respects, in the same or 
nearly in tlie same condition. In the mean time the temporary and 
occasional price of corn may frequently be double, one year, of 
what it had been the year before, or fluctuate, for example, from 
five and twenty to fifty shillings the quarter.® But when com is at 
the latter price, not only the nominal, but the real value of a corn 
rent will be double of what it is when at the former, or will com- 
mand double the quantity cither of labour or of the greater part of 
other commodities; the money price of labour, and along with it 
diat of most other things, continuing the same during all these 
fluctuations. 

so that labour is Labour, therefore, it appears evidently, is the only 
the only universal universal, as well as the only accurate measure of 
standard. value, or the only standard by which we can com- 

pare the values of different commodities at all times and at all places. 
We cannot estimate, it is allowed, the real value of different com- 
modities from century to century by the quantities of silver which 
were given for them. We cannot estimate it from year to year by 
the quantities of com. By the quantities of laboiir we can, with the 
greatest accuracy, estimate it both from century to century and 
from year to year. From century to century, com is a better measure 
than i^vcr, because, from century to century, equal quanfitics of 
com will command the same quantity of labour more nearly than 
equal quantities of silver. From year to year, on the contrary, nlva: 

^ [Bdlow, chap, xi., see esp. p. 213.] 

•[Ed, I reads ‘it’.) 


• [£d. I places die *foc example* here,] 
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is a better measure than com, because equal quantities of it will 
more nearly command the same quantity of labour.^ 

But in ordinary though in cstabHshing perpetual rents, or even 

transactions money in letting very long leases, it may be of use to dis- 
ts sufficient, tinguish between real and nominal price; it is of 

none in buying and selling, the more common and ordinary tifans- 
actions of human life. \ 

being perfectly ssLttic time and place the real and the nommal 

accurate at the same price of all commodities are exactly in proportion 
time and place, another. The more or less money you get 

for any commodity, in the London market, for example, the mote 
or less labour it will at that time and place enable you to purchase 
or command. At the same time and place, therefore, money is the 
exact measure of the real exchangeable value of all commodities. 
It is so, however, at the same time and place only. 
and the only thing Though at distant places, there is no regular pro- 
t^M'onsTftween portiou between the real and the money price of 
distant places, commodities, yct the merchant who carries goods 
from the one to the other has nothing to consider but their money 
price, or the difference between the quantity of silver for which he 
buys them, and that for which he is likely to sell them. Half an 
ounce of silver at Canton in China may command a greater quan- 
tity both of labour and of the necessaries and convenicncies of hfe, 
than an ounce at London. A commodity, therefore, which sells for 
half an ounce of silver at Canton may there be really dearer, of 
more real importance to the man who possesses it tlxere, than a 
commodity which sells for an ounce at London is to* the man who 


' [*ln England and this part of the world, wheat being the constant and most general 
food, not dteri^ with the fashion, not growing by chance: but as the lurmers sow 
more or less of it, which they endeavour to proportion, u near as can be guessed to the 
consumption, abstracting the overplus of the precedent year in their provision for the 
neict; and vice versa, it must needs fall out that it keeps the nearest proportion to its 
consumption (which is more studied and designed in this than other commodities) of 
anything, if you take it for seven or twenty yean together: though perhaps the scarcity 
of one year, caused by the accidents of the season, may very much vary it from the 
immedi^ly pre^dent or following. Wheat, therefore, in this part of the world (and 
that grain which is the constant general food of any other country) is the fittest measure 
to judge of the altered value of things in any long tract of time: and therefore wheat here, 
rice in Turkey, etc., is the fittest thing to reserve a rent in, which is designed to be con- 
stantly the same for all future ages. But money is the best measure of the altered value 
of things in a few years: because its vent is the same and its quantity alters slowly. But 
wheat, or any other grain, cannot serve instead of money: because of its bulkinffiM and 
too qmck change of its quantity.* — ^Locke, Some Cotisiderations of the Consequences of the 
Lowering of Interest and Raising the Value of Money ^ cd. of i6$^, pp, 74, 75,] 

* fEd. I reads *than one winch sells for an ounce at London to*,] 
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possesses it at London. If a London merchant, however, can buy at 
Canton for half an ounce of silver, a commodity which he can 
afterwards sell at London for an ounce, he gains a hundred per cent, 
by the bargain, just as much as if an ounce of silver was at London 
exactly of the same value as at Canton. It is of no importance to 
him that half an ounce of silver at Canton would have given him 
the command of more labour and of a greater quantity of the 
necessaries and convenicncies of life than an ounce can do at London. 
An ounce at London will always give him the command of double 
the quantity of all these, which half an ounce could have done 
there, and this is precisely what he wants. 

So it is no wo^er As it is the nominal or money price of goods, ^there- 
fore, which finally determines the prudence or 
attended to. imprudence of all purchases and sales, and thereby 

regulates almost the whole business of common life in which price 
is concerned, we cannot wonder that it should have been so much 
more attended to than the real price. 

In this work com ^ ^ work as this, howcver, it may sometimes 

pHces will some- be of use to Compare the different real values of a 
tmes be used. particular commodity at different times and places, 
or the different degrees of power over the labour of other people 
which it may, upon different occasions, have given to those who 
possessed it. Wc must in this case compare, not so much the dif- 
ferent quantities of silver for which it was commonly sold, as the 
different quantities of labour which those different quantities of 
silver could have purchased. But the current prices of labour at dis- 
tant times and places can scarce ever be known with any degree of 
exactness. Those of corn, though they have in few places been regu- 
larly recorded, arc in general better known and have been more 
frequently taken notice of by historians and other writers. Wc must 
generally, therefore, content ourselves with them, not as being 
^ways exactly in the same proportion as the current prices of 
labour, but as being the nearest approximation which can com- 
monly be had to that proportion. I shall hereafter have occasion to 
make several comparisons of this kind.^ 

Several metah have In the progress of industry, commercial nations 
^ found it convenient to coin several differmt 

the omdard, mi mctak mto money; gold for larger payments, ^ver 


^ [Below, chap. xi. pafjiw.] 
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0M_fir^useJ'^ purchases of moderate value, and copper, or 

commerce, some Other coarse metal, for those of still smaller 

consideration. They have always, however, considered one of those 
metals as more peculiarly the measure of value than any of the other 
two; and this preference seems generally to have been given to the 
metal which they happened first to make use of as the instrument 
of commerce. Having once begun to use it as their standard, wl^ch 
they must have done when they had no other money, they have g^- 
erally continued to do so even when the necessity was not the sadie. 
as the Romans The Romans are said to have had nothing bbt 
used copper, copper money till within five years before the first 

Punit^war,^ when they first began to coin silver. Copper, therefore, 
appean to have continued always the measure of value in that re- 
public. At Rome all accounts appear to have been kept, and the 
value of all estates to have been computed, either in Asses or in 
Sestertii. The As was always the denomination of a copper coin. 
The word Sestertius signifies two Asses and a half Though the 
Sestertius, therefore, was originally* a silver coin, its value was 
estimated in copper. At Rome, one who owed a great deal of 
money, was said to have a great deal of other people’s copper.* 
and modem Euro- The northern nations who established themselves 

peon nations silver, upon the ruins of the Roman empire, seem to have 
had silver money fi'om the first beginning of their settlements, and 
not to have known either gold or copper coins for several ages 
thereafter. There were silver coins in England in the time of the 
Saxons; but there was little gold coined till the time of Edward III. 
nor any copper till that of James I. of Great Britain. In England, 
therefore, and for the same reason, I believe, in all other modem 
nations of Europe, all accotmts are kept, and the value of^ goods 
and of all estates is generally computed in silver: and when we 
mean to express the amount of a person’s fortune, we seldom men- 
tion the number of guineas, but the number of pounds sterling* 
which we suppose would be given for it. 

The standard metal Originally, in all countries, I bdieve, a legal tender 
originally was the of payment could* be made only in the coin of foat 
only legd tender, nietil,* which was peculiarly considered as the 
standard or measure of value. In Englmd, gold was not considered 

^ Pliny, lib. xx 3 dii. c. 3 . (This note is not in ed. x.] 

* [Eds. X and z read ^always*.] * (Habere aes altenum.] 

* (Ed. I docs not contain ‘sterling*.] * (Ed. i places ibe ‘originally* here.] 

* (Ed. I places the ‘only* here.] 
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as a legal tender for a long time after it was coined into money. 
The proportion between the values of gold and silver m(mey was 
not fixed by any public law or proclamation; but was left to be 
settled by the market. If a debtor offered payment in gold, the 
creditor might either reject such payment altogether, or accept of 
it at such a valuation of the gold as he and his debtor could agree 
upon. Copper is not at present a legal tender, except in the chs^e 
of the smaller silver coins. In this state of things the distinction 
between the metal which was the standard, and that which was not 
the standard, was somethii^ more tban a nominal distinction. 
later the prapor&on ^ process of time, and as people became gradually 
between the values more familiar with the use of the difierent m^als in 

consequently better acquainted with the 
and both are legal proportion between their respective values, it has 
^mbe^een%m “ countries, I bdieve, been found convenient 
ceaangtobeof to ascertain this proportion, and to declare by a 
importance, pubUc law^ dxat a guinea, for example, of such a 

weight and fineness, should exchange for one-and-twenty shillings, 
or be a legal tender for a debt of that amount.® In diis state of 
things, and during the continuance of any one regulated proportion 
of this kind, the distinction between the metal which is the standard, 
and that which is not the standard, becomes little more than a 
nominal distinction.® 

except when a In consequence of any change, however, in this 
regulated proportion, this distinction becomes, or 
proportion. at least seems to become, something more dian 

nominal again. If the regulated value of a guinea, for example, was 
either reduced to twenty, or raised to two-and-twenty shillings, all 
accounts beii^ kept and almost all obligations for debt bong ex- 
pressed in silver money, the greater part of payments could in either 

^ [The Act, 19 Hen. Vn., c. 5, ordered that certain gold coins should pass for the 
sums for which dbey were coined, and 5 and 6 Ed. VI. prescribed penalties for giving or 
taking more than was warranted by proebmation. value of the guinea was su^ 
posed to be fitted by Ae proclamation of for which see Econmic JoumaU Mardt, 

1S98. Lead tokens were coined by individuals in die reign of Elizabeth. James L coined 
copper furthing tokens, but abstained from prodaiming them as m<Miey of i^t value. 
In i&f2 copper halfpennies were issued, and both halfpennies and farthings were 
ordered to pass as money of those valu» in all payments under si3ipence.<*--Hims» 
Misney WOhfs,pti.,$39;Liverpool, TreaHseontheC^nsof^Rtabnp t805,pp.i30| 

* [Ed. t reads *siim*»] 

• [Le., if ai pounds may be paid widi 4*0 «lvcr shillings or with ao gold guineas it 
does not matter whether a ‘pound’ properly signifies ao sUver shillings or of a gold 
guinea.] 
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case be made with the same quantity of silver money as before; but 
would require very different quantities of gold money; a greater in 
the one case, and a smaller in the other. Silver would appear to be 
more invariable in its value dian gold. Silver would appear to 
measure the value of gold, and gold would not appear to measure 
the value of silver. The value of gold would seem to depend nfon 
the quantity of silver which it would exchange for; and the viuc 
of silver would not seem to depend upon the quantity of gold wh^ 
it would exchange for. This difference, however, would be alto- 
gether owing to the custom of keeping accounts, and of expressii^ 
the amount of all great and small sums rather in silver than in gold 
money. One of Mr. Drummond’s notes for five-and-twenty or 
fifty guineas would, after an alteration of this kind, be still payable 
with five-and-twenty or fifty guineas in the same manner as before. 
It would, after such an alteration, be payable with the same quan- 
tity of gold as before, but with very different quantities of silver. 
In the payment of such a note, gold would appear to be more 
invariable in its value than silver. Gold would appear to measure 
the value of silver, and silver would not appear to measure the 
value of gold. If the custom of keeping accounts, and of express in g 
promissory notes and other obligations for money in this manner, 
should ever become general, gold, and not silver, would be con- 
sidered as the metal which was peculiarly the standard or measure 
of value. 

During the con-- In reality, during the continuance of any one regu- 

^MoruTf oja regu- proportion between the respective values of 

lated proportion, the .11 

vaUte o/i/te most the difterent metals m com, the value ot the most 

precUm me^l regu^ predous metal regulates the value of the whole 
lates the value ^ , m 1 • r ir j 

^ whole coinage, com.^ Twdvc coppcr pence contain halt^ poxmd, 

ns in Great Britain, avoirdupois, of coppcr, o£ not the best quality, 

which, before it is coined, is seldom worth sevenpence in silver. 

But as by the r^ulation twelve such pence are ordered to exchange 

for a shilling, they arc in the market considered as worth a.shilling, 

and a shillii^ can at any time be had for them. Even before the late 

reformation of the gold coin of Great Britain,® the gold, that part 

^ [This happens to have been usually, diough not always, true, but it is so simply 
because it has usually happened that the most precious metd in use as money has been 
made or become the standard. Gold was already the standard in England, tl^gh the 
fact was not generally recognised; see Harris, Money and Coins, pt. ii., $$ 36, 37, and 
bebw, vd. ii., pp. ($2-65.] 

* [In 1774,] 
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of it at least which circulated ia London and its neighbourhood, was 
in general less degraded below its standard weight than the greater 
part of the silver, Onc-and-twenty worn and defaced shillings, how- 
ever, were considered as equivalent to a guinea, which perhaps, 
indeed, was worn and defaced too, but seldom so much so. The late 
regulations^ have brought the gold coin as near perhaps to its 
standard weight as it is possible to bring the current coin of any 
nation; and the order, to receive no gold at the public offices but 
by weight, is likely to preserve it so, as long as that order is enforced. 
The silver coin still continues in the same worn and degraded state 
as before the reformation of the gold coin. In the market, however, 
one-and-twenty shillings of this degraded silver coin arc still con- 
sidered as worth a guinea of this excellent gold coin. 
where the reforma- The reformation of the gold coin has evidendy 
Hon of the gold raised the value of the silver coin which can be 

coin has raised the , i ■ 

palue of the stiver exchanged for It, 

«>'"• In the English mint a pound weight of gold is 

coined into forty-four guineas and a half, which, at one-and^-twenty 
diillii^ the guinea, is equal to forty-six pounds fourteen shillings 
and six-pence. An ouhee of stich gold coin, therefore, is worth 
3 1 . 17 s. io| d. in silver. In England no duty or seignorage is paid 
upon the coinage, and he who carries a pound weight or an ouni^ 
we^ht of standard gold bullion to the mint, gets back a pound 
weight or an ounce we^ht of gold in coin, without any deduction. 
Three pounds seventeen shillings and tenpence halfpenny an ounce, 
therefore, is said to be the mint price of gold in Englimd, or die 
quantity of gold coin which the mint gives in return for Aandard 
gold bullion. 

Before the reformation of the gold coin, the price of standard gold 
bullion in the market had for many years been upwards of 3 1. 18 s. 
sometimes 3 1. 19 s. and very frequently 4 1. an ounce; that sum, it 
is probable, in the worn and degraded gold coin, seldom contain- 
ing more than an ounce of standard gold. Since the reformation of 
the gold coin, the market price of standard gold bullion seldom 
exceeds 3 1 . 17 s. 7 d. an ounce. Be&re the refbrmanon of the gold 
coin, the maidtet j^ce was always more or less above the mint 
price. Since that r^ormadon, die market price has been ainstandy ' 

* (These regulations, issued in 1774, provided that guineas should not pass vrhen they 
had lost a certain portion of their weight, varying witib their age.— laveipoc^ CtHns 
of thi JUahitt p* aid, note.] 



MAL AND NOMINAL PRICE 


48 REAL AND NOMINAL PRICE [bK. I 

below the mint price. But that market price is the same whether it 
is paid in gold or in silver coin. The late reformation of the gold 
coin, therefore, has raised not only the valuQ of the gold coin, but 
likewise that of the silver coin in proportion to gold bullion, and 
probably too in proportion to all other commodities; though 
the price of the greater part of other commodities being influ- 
enced by so many other causes, the rise in the value either of gold 
or silver coin in proportion to them, may not be so distinct ^d 
sensible. \ 

In the English mint a pound weight of standard silver bullion, is 
coined into sixty-two shillings, containing, in the same manner, a 
pound weight of standard silver. Five shillings and two-pence an 
ounce^ therefore, is said to be the mint price of silver in England, 
or the quantity of silver coin which the mint gives in return for 
standard silver bullion. Before the reformation of the gold coin, the 
market price of standard silver bulHon was, upon different occasions, 
five shillings and four-pence, five shillings and five-pence, five 
shillings and six-pence, five shillings and seven-pence, and very 
often five shillings and eight-pence an ounce. Five shillings and 
seven-pence, however, seems to have been the most common price. 
Since the reformation of the gold coin, the market price of standard 
silver bullion has fallen occasionally to five shillings and three- 
pence, five shillings and four-pence, and five shillings and five- 
pence an ounce, which last price it has scarce ever exceeded. 
Though the market price of sflver bullion has fallen considerably 
since the reformation of the gold coin, it has not fallen so low as 
the mint price. 

super is rated ^ proportion between the different metals in 

below its value in the English coin, as copper is rated very much 
England. abovc its real value, so stiver is rated somewhat 

below it. In the market of Europe, in the French coin and in the 
Dutch coin, an otmee of fine gold exchanges for about fourteen 
ounces of fine silver. In the Ex^lish coin, it exchanges for about 
fifteen ounces, that is, for more silver than it is worth according to 
the common estimation of Europe.^ But as the price of coppor in 
bars is not, even in England, raised by the high price of copper in 
English coin, so the price of silver in bullion is not sunk by the 
low rate of silver in English coin. Silver in bullion still preserves its 

^ [Mftgens, Vniversai Merchant^ cd. Horsley, 1753, pp. 53-55, gives the proportions 
ditss: French coin, i to Dutch, i to 141^^* 1 to isitifid 
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proper proportion to gcdd; for the same reason that copper in bars 
preserves its proper proportion to silver.^ 

Lockes explanatimt Upott^e reformMion of die silver coin in the reign 
'’^^ver^bulthm is William III. the price of silver bullion still con- 
mimg. tinued to be somewhat above the mint price. Mr. 

Locke imputed this high price to the permission of exporting silver 
bullion, and to the prohibition of exporting silver coin.* This per- 
mission of exporting, he said, rendered the demand for silver bullion 
greater than the demand for silver coin. But the number of people 
who want silver coin for the common uses of buying and selling 
at home, is surely much greater than that of those who want silver 
bullion either for the use of exportation or for any other use. There 
subsists at present a like permission of exporting gold bullion, and 
a like prohibidon of exporting gold coin; and yet the price of gold 
bullion has fallen below the mint price. But in the English coin 
silver was then, in the same manner as now, under-rated in pro- 
pordon to gold; and the gold coin (which at that dme too was not 
supposed to require any reformadon) regulated then, as well as 
now, the real value of the whole coin. As the reformadon of the 
silver coin did not then reduce the price of silver bullion to the mint 
price, it is not very probable that a like reformadon will do so now. 
IfthtMvercMn Were the silver coin brought back as near to its 
wm rtjbrmed, it standard weight as the gold, a guinea, it is probable, 
would be mtlted. y^ould, according to die present proportion, ex- 
change for more silver in coin than it would purchase in bullion. 
The silver coin containing its full standard weight, diere would in 
this case be a profit in melting it down, in order, fint, to sdl the 
bullion for gold coin, and afterwards to exchange this gold coin for 
silver coin to be melted down in the same manner. Some alteradmi 
in the present proportion seems to be die only method of prevent- 
ing this inconveniency. 

SUver ought to be The inconveniency perhaps would be less if diver 
rated higher md was rated in the coin as much above its proper 


^ [Full weight silver coins would not remain in circulation, as the bullion in thm 
was wtwth more reckoned in guineas and in the ordinary old and worn silver coins 
than the nominal amount stamped on them.] 

• [Locke, Further ConHdert^ons Omceming Rtdsing the Velue of Money, and ed., 1695, 
pp. 5$-<k). The exportation of foreign coin (mi^rinted ‘kind* in Pickering) qa: bullion 
of gold or silver was permitted by 15 Car. lU c. 7, on the ground that it was Toimd by 
experience that* money and bullion were ^carried in greatest abundance to a com<^ 
mon mafket) to such places as give free liberty iot exporting the same* assd in order 
‘die better to keep in and increase the current coins’ of the kingdom.] 

W*M. J-D 
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l^erformJe^^^ proportion to gold as it is at present rated below it; 
than agmnea. provided it was at die same time enaaed that silver 
should not be a legal tender for more than the change of a guinea; 
in the same manner as copper is not a legal tender for more than 
the change of a shiUing. No creditor could in this case be chewed 
in consequence of the high valuation of silver in coin; as no creditor 
can at present be cheated in consequence of the high valuation of 
copper. The bankers only would suffer by this regidation. When a 
run comes upon diem they sometimes endeavour to gain time ^y 
paying in six-pences, and they would be precluded by this rcguli- 
tion from this discreditable method of evading immediate payment. 
They would be obliged in consequence to keep at all times in their 
coffers a greater quantity of cash than at present; and though this 
might no doubt be a considerable inconveniency to them, it would 
at the same time be a considerable security to their creditors.^ 

If it were properly Three pounds seventeen shillings and ten-pence 
rated, silver bullion halfpenny (the mint price of gold) certainly does 
price contain, even in our present excellent gold coin, 
without any more than an ounce of standard gold, and it may 
re-cotnage. thought, therefore, should not purchase more 

standard bullion. But gold in coin is more convenient than gold in 
bullion, and though, in England, the coinage is free, yet the gold 
which is carried in bullion to the mint, can seldom be returned in 


coin to the owner till after a delay of several weeks. In the present 
hurry of the mint, it could not be returned till after a delay of several 
months. This delay is equivalent to a small duty, and renders gold 
in coin somewhat more valuable than an equal quantity of gold in 
bullion.^ If in the English coin silver was rated zccotdxng to its 
proper proportion to gold, the price of silver bulHon wo^jld prob- 
ably fall bdow the mint price even without-any reformation of the 
silver coin; the value even of the present worn and defaced silver 
coin being regulated by the value of the excellent gold coin for 
which it can he changed. 


A sei£Wfrage 
wmUd prevent 
melHng and 


A small seignorage or duty upon the coinage of 
both gold and tilver would probably i ncrea se still 
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discourse more the superiority of those metals iu coin above 

exportatton. ^ equal quantity of eidier of them in bullion. The 

coinage would in this case increase the value of the metal coined in 
proportion to the extant of this small duty; for the same reason that 
the fashion increases the value of plate in proportion to the price 
of that fashion. The superiority of coin above bulhon would prevent 
the melting down of the coin, and would discourage its exportation. 
If upon any public exigency it should become necessary to export 
the coin, the greater part of it would soon return again of its own 
accord. Abroad it could sell only for its we^ht in bullion. At home 
it would buy more than that weight. There would be a profit, 
therefore, in bringing it home again. In France a seignor^e of 
about eight per cent, is imposed upon the coinage,^ and the French 
coin, when exported, is said to return home again of its own accord.* 
FluctuaHons in the occasional fluctuations in the market price of 
market price of gold gold and silver bullion arise from the same causes 
^ord^y'com- “ fluctuations in that of all other commodi~ 

mercial causes, but ties. The frequent loss of those metals from various 
frm^mfn/^^is i*ccidc*tts by sea and by land, die continual waste of 
due to the state of them in gilding and plating, in lace and embroidery, 
the com. plate;* 

require, in all countries which possess no mines of dieic own, a con- 
tinual importatimi, in order to repair this loss and this waste. The 
merchant importers, like all other merchants, we may believe, 
endeaivour, as well as they can, to suit their occasional importations 
to what, they judge, is likely to be the immediate demand. Widi 
all their attendon, however, they som^imes over-do the bvuiness, 
and sometimes under-do it. When they import more bullion dian 
is wanted, rather dian incur the risk and trouble of exporting it 
again, they are sometimes willing to sell a part of it for something 
less than die ordinaty or avenge price. When, on the other hand, 
diey import less than is wanted, they get somethh^ mote than dns 
piice. But when, under all those occaaonal fluctuations, the nuuket 
price either of gold ot alver bullion emrdnues Bx sevocal yean 
tc^;ed^ steathly and constantly, either mote or less above, or UNsre 
or less bch>w the mme price; we may he assured that diis neady md 

* [This esrwwotn statenuaitis bdew, p. goi, and also voL ii.,^. doi vdiete 

die calculssiosis on which it is baiM ate given. Sec die note on that psnage. j 

* [Tbequettioa of adgnocage is dirdier discuned at some length in the chapter on 
Commerdad TVeades, iL, pp. S9-^S-l 

* [Ed. I reads ‘in the tear a^ weal rfcoin, and in die teat and wear of plate'.] 
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constant, either superiority or inferiority of price, is the effect of 
somethii^ in the state of the coin, which, at that time, renders a 
certain quantity of coin either of more value or of less value than 
the precise quantity of bullion which it ought to contain. The con- 
stancy and steadiness of the effect, supposes a proportionable con- 
stancy and steadiness in the cause. \ 

Vte price of go«h The money of any particular country is, at hny 
Mm^Tcoutmts^ particular time and pkce, more or less an accuijate 
the coinage. measure of value according as the current coid is 
more or less exactly agreeable to its standard, or contains more pr 
less exactly the precise quantity of pure gold or pure silver whidi 
it oug)it to contain. If in England, for example, forty-four guineas 
and a half contained exactly a pound weight of standard gold, or 
eleven ounces of fine gold and one ounce of alloy, the gold coin of 
Ei^land would be as accurate a measure of the actual value of goods 
at any particular time and place as die nature of the thing would 
admit. But if, by rubbing and wearing, forty-four guineas and 'a 
half generally contain less than a pound weight of standard gold; 
the diminution, however, being greater in some pieces than in 
others; the measure of value comes to be liable to the same sort of 
uncertainty to which all other we^hts and measures are commonly 
exposed. As it rarely happens that these are exactly agreeable to 
their standard, the merchant adjusts the price of his goods, as well 
as he can, not to what those weights and measures ought to be, but 
to what, upon an average, he finds by experience they actually are. 
In consequence of a like disorder in the coin, the price of goods 
comes, in the same manner, to be adjusted, not to the quantity of 
pure gold or silver which the coin ought to contain, but to that 
which, upon an average, it is found by experience it acti^ly does 
contain. 

By the money-price of goods, it is to be observed, I understand 
always the quantity of pure gold or silv^ for which they are sold, 
without any regard to the denomination of the coin. Six-shilHniP 
and e^ht^ence, for example, in the time of Edward L, I consider 
as the same money-price with a pound sterling in die present times; 
because it contained, as nearly as we can judge, the same quantity 
of pure silver. 



CHAPTER VI 


Of the Component Parts of the Price of 
Commodities 


Quantity of labour In that early and rude state of society which pre- 

ismgmaUy the ^edes both the accumulation of stock and the 
only rule of value, . . n i i ‘ • i i 

appropriation of land, the proportion between the 
quantities of labour necessary for acquiring different objects seems 
to be the only circumstance which can afford any rule for exdiang- 
ing them for one another. If among a nation of hunters, for example, 
it usually costs twice the labour to kill a beaver which it does to loll 
a deer, one beaver should luturally exchange for or be wordi two 
deer. It is natural that what is usually the produce of two days or 
two hours labour, should be worth double of what is usually the 
produce of one day’s or one hour’s labour. 
allowance being spcdcs of labour diould be more severe 

maik for superior than the odier, some allowance will naturally be 

harUip, Superior hardship; and the {HXiduce 

of one hour’s labour in the one way may frequently exchange for 
that of two hours labour in the other. 

and for uncommon O' ^ of labour requires an uncomr 

dexterity and mon d^rce of dexterity and ingenuity, esteem 

ii^enuUy. which men have for such talents, will naturally 

give a value to their pro<h»cc, superior to what would be due to the 
time employed about it. Such talents can seldom be acquired but 
in consequence of long application, and the superior value their 
produce may frequendy be no more than a reasonable compensa* 
tion for dhe time and la^ur which must be spent in acquirh^ than. 
In the advanced sate of society, allowances of this kind, for stqwrior 
hardship and superior skill, are commonly made in the of 
labour and something of the same kind must probably>ve.tjda« 
place in its earliest and rudest period. 
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[bk. I 

The whole prohce ^ things, the wholc produce of labour 

then belongs to the belongs to the labourer; and^ the quantity of labour 
labourer, commonly employed in acquiring or producing 

any commodity, is the only circumstance which can regulate the 
quantity of labour which it ought commonly to purchase, com- 
mand, or exchange for. t 

but when stock is As soon as Stock has accumulated in the hands\ of 
muftlT^^^^for persons, some of them will naturally 

the profits of the employ it in setting to work industrious people, 

undertaker, and the whom they will supply with materials and subsii- 
solves itself into tcncc, in order to make a profit by the sale of their 
wages an^ profits, work, or by what their labour adds to the value of 
the materials. In exchanging the complete manufacture either for 
money, for labour, or for other goods, over and above what may 
be sufficient to pay the price of the materials, and the wages of the 
workmen, something must be given for the profits of the under- 
taker of the work who hazards his stock in this adventure. The value 
which the workmen add to die materials, therefore, resolves itself 
in this case into two parts, of which the one pays their wages, the 
other the profits of their employer upon the whole stock of materials 
and wages which he advanced. He could have no interest to employ 
them, unless he expected from the sale of their work something 
more than what was sufficient to replace his stock to him; and he 
could have no interest to employ a great stock rather than a small 
one, unless his profits were to bear some proportion to the extent 
of his stock. 

Profiu are not The profits of Stock, it may perhaps be thought, are 
^aionmd ^ ^Ifctent name for the wages of a particular 

direction. sort of labour, the labour of inspection and direc- 

tion. They arc, however, altogether different, arc regulated by quite 
different principles, and bear no proportion to the quantity, the 
hardship, or the ingenuity of this supposed labour of inspection and 
direction. They arc regulated altogether by the value of the stock 
employed, and are greater or sm^cr in proportion to the extent 
of this stock. Let us suppose, for example, that in some patriculat 
place, where the common annual profits of manufacturing stock 
are ten per cent, there are two different manu&ctures, in each of 
which twenty workmen arc employed at the rate of fifteen pounds 

* lEd. 1 docs not contain *thc whole produce of labour belongs to the labouift; and*. 
The words, however, occur in all eds. at p. 72 below.) 
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a year each, or at the expcncc of three hundred a ^icar in each 
manufactory. Let us suppose too, that the coarse materials annually 
wrought up in the one cost only seven hundred pounds, while the 
finer materials in the other cost seven thousand. The capital annually 
employed^ in the one will in this case amount only to one thousand 
pounds; whereas that employed in the other will amount to seven 
thousand three hundred pounds. At the rate of ten per cent, there- 
fore, the undertaker of the one will expect an yearly profit of about 
one hundred pounds only; while that of the other wiU expect about 
seven hundred and thirty pounds. But though their profits arc so 
very different, their labour of inspection and direction may be either 
altogether or very nearly the same. In many great works, almpst the 
whole labour of this kind is* committed to some principal clerk. 
His wages properly express the value of this labour of inspection 
and direction. Though in settling them some regard is had com- 
monly, not only to his labour and skill, but to the trust which is 
reposed in him, yet they never bear any regular proportion to the 
capital of which he oversees the management; and the owner of this 
capital, though he is thus discharged of almost all labour, still ex- 
pects that his profits should bear a regular proportion to his capital.® 
In the price of commodities, therefore, the profits of stock constitute 
a component part* altogether different firom the wages of labour, 
and regulated by quite different principles. 

The labourer In this State of tli^gs, the whole produce of labour 
shares with the em- not always belong to the labourer. He must 
in most cascs share it with the owner of the stock 
regtdates value, which employs him. Neither is the quantity of 
labour commonly employed in acquiring or producing any com- 
modity, the only circumstance® which can regulate the quantity 
which it ought commonly to purchase, command, or exchange for. 
An additional quantity, it is evident, must be due for the profits of 
the stock which advanced the wages and furnished the materials 
of that labour. 


* l‘Thc capital annually employed* is the working C3q>enses for twdve months, not 
the capital in the usual modem sense. J 

* fEd. % inserts •fi«qucntly*.] 

* [Eds. I and 2 read ‘proportion to it\] ^ , 

^ (Bd. 11 ^ ‘profits of itodt are a source of vduc .] 

* [Ed. t reads from file bc^s^mung of the paragraph: In this ^te 

the quantity of lahour commonly employed in atiquhing or produdi^ pif 
modify is by no means dbe only circumstance*.] 
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[bk. 1 


When land ha^ all As soon as the land of any country has all become 
private property, the lan^ords, like all other men, 
constituus a third lovc to reap where they never sowed,^ and demand 
^ fof “s *“‘“ral produce. The wood of the 

commodities. forest, the grass of the field, and all the natural 

fruits of the earth, wliich, when land was in common, cosfe the 
labourer only the trouble of gathering them, come, even to hlpi,® 
to have an additional price fixed upon them. He must then paylfor 
the licence to gather them; and must give up to the landlord a por- 
tion of what his labour either coUccts or produces. This portion, i^r, 
what conics to the same thing, the price of this portion, constitutes 
the rept of land, and in the price of the greater part of commodities 
makes a third component part.^ 

Tfte real value of valuc of all the different component parts 

all three parts is of price, it must be observed, is measured* by the 
measured by labour. labour which they Can, each of them, 

purchase or command. Labour measures the valuc not only 6f 
that part of price which resolves itself into labour, but of that which 
resolves itself into rent, and of that which resolves itself into profit. 
In an improved In every society the price of every commodity 

p^an^g^raily rcsolves itself into some one or other, or all 

present, of those three parts; and in every improved society, 

all the three enter more or less, as component parts, into the price 
of the for greater part of commodities. 

for example in la the price of com, for example, one part pays the 
rent of the landlord, another pays the wages or 

* [Budtanan, ed. Wealth of Nations, 1814, voL i., p. 80, sayst ‘They do so. But the 

question is why this apparently unreasonable demand is so generally complied with. 
Other men love also to reap where they never sowed, but the landlords alone, it would 
appear, succeed in so desirable an object.'] # 

* [£d. I does not contain ‘the labourer' and ‘even to-him*.] 

* pEd. I in place of these two sentences reads: ‘Men must then pay for the licence to 
gath^ihem; and in exchanging them either for money, for labour, or for other goods, 
over and above what is due, both for the labour of gathering them, and for the profits 
of the stock which employs that labour, some allowance must be made for the price 
of the licence, which constitutes the first rent of land. In the price ther^om of the 
greater part of commodities the rent of land comes in this manner to constitute a third 
source of value. In this state of things, neither the quantity of labour commonly em- 
ployed in acqoirii^ or producing any commodity, nor the profits of the stock which 
advanced the wages and furnished t^ materials of that labour, are the only circum- 
stances which can regulate the quantity of labour which it ought commonly to pur- 
chase, command or exchange for. A third circumstance must likewise be tikm into 
constderatiott; the rent of the land; and die commodity must commonly purdiaie, 
cojmmand or exchange for, an additional quantity of labour, in order to enaUe the 
persmt who brings it to marli^et to pay diis rent.'] 

^ {Bd. i reads ^Thc real value of all the difiSwrent component parts of price is in d«s 
manner measured'.] 
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maintenance of die labourers and labouring cattle^ employed in pro- 
ducing it, and the third pays the profit of the farmer. These three 
parts seem either immediately or ultimately to make up the whole 
price of com. A fourth part, it may perhaps be thought, is necessary 
for replacing the stock of the farmer, or for compensating the wear 
and tear* of his labouring cattle, and other instruments of husbandry. 
But it must be considered that the price of any instrument of hus- 
bandry, such as a labouring horse, is itself made up of the same three 
parts; the rent of the land upon which he is reared, the labour of 
tending and rcarii^ him and the profits of the farmer who advances 
both the rent of this land, and the wages of this labour. Though the 
price of the com, therefore, may pay the price as well as the jnain- 
tenance of tlie horse, the whole price still resolves itself either 
immediately or ultimately into the same three parts of rent, labour,* 
and profit. 

in flour or meal, In the price of flour or meal, we must add to the 
price of the com, the profits of the miller, and the wages of his ser- 
vants; in the price of bread, the profits of the baker, and the wages 
of his servants; and in the price of both, the labour of transporting 
the com from the house of the farmer to that of the miller, and from 
that of the miller to that of the baker, together with the profits of 
those who advance the wages of diat labour. 
and in flax. The price of flax resolves itself into the same three 
parts as that of com. In the price of linen we must add to this price 
the wages of the flax-dresser, of the spinner, of the weaver, of the 
bleacher, &c. together with the profits of their respective em- 
ployers. 

Rent is a stMller As any particular commodity comes to be more 
m^fiaured manufactured, that part of the price which resolves 
commodities, itself into wages and profit, comes to be greater in 
proportion to that which resolves itself into rent. In the progress of 
the manufacture, not only the number of profits increase, but every 
subsequent profit is greater than the foregoing; because the capital 
firom which it is derived must always be greater. The capital which 

^ [Smith ovctlooks the fact that his indusiott of the maintenance of labouring cattle 
here as a sort of wages requires him to indude it in the national income or of 

die nation,* and thettfore to reckon die cattle diemselves as part of the nadoii.] 

* (Ed. 1 reads *tear and wear’.] 

• [The use of ‘labour* instead of the more natutd ‘wages* here is more probably the 
result of its use five lines higher up than of any feding of dijS^culty abemt die 

anoe of On p. 6s bdow 'tent, labour am prodt* and ‘rent, wages and proit* are 

both used; see below, p. 35t» and note.] 
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employs the weavers, for example, must be greater than that which 
employs the spinners; because it not only replaces that capital with 
its profits, but pays, besides, the wages of the weavers; and the 
profits must always bear some proportion to the capital.^ 

A few commodities In the most improved societies, however, there are 
hope only two or always a few commodities of which the ^ricc 

three component rcsolves itselt mto two parts only, the wagjes of 

labour, and the profits of stock; and a still sutler 
number, in which it consists altogether in the wages of labour. the 

price of sea-fish, for example, one part pays the labour ofUhe 
fishermen, and the other the profits of the capital employed in '^e 
fisherp^. Rent very seldom makes any part of it, though it does 
sometimes, as I shall shew hereafter.^ It is otherwise, at least through 
the greater part of Europe, in river fisheries. A salmon fishery pays 
a rent, and rent, though it cannot well be called the rent of land, 
makes a part of the price of a salmon as well as wages and profit. In 
some parts of Scotland a few poor people make a trade of gathering, 
along the sea-shore, those httle variegated stones commonly known 
by the name of Scotch Pebbles. The price which is paid to them by 
the stone-cutter is altogether the wages of their labour; neither rent 
nor profit make any part of it. 

But all must have But the whole price of any commodity must still 
at least one, finally rcsolve itself into some one or other, or all 
of those three parts; as whatever part of it remains after paying the 
rent of the land, and the price of the whole labour employed in 
rairing, manufacturing, and bringing it to market, must necessarily 
be profit to somebody.® 

and the price of the As the price or exchangeable value of every par- 
whole annual ticular commodity, taken separately, resolves itself 

produce resolves , ' , 11 r 1 1 

itself into wages, uito some one or other, or all or those tq^ee parts; 
projia mid rent, ,0 of jjj commodities which compose the 
whole annoal produce of the labour of every country, taken com- 
plexly, must resolve itself into the same* three parts, and be parcelled 
out among diluent inhabitants of the country, either as the wages 


* [The &ct that the later manu&ctuter has to replace what Is here called the capitd, 
i.e.. the periodical acpaiditutetrf the eariiermaniActurer, does not necessarily require 
him to have a greater capital to deal widi the same produce, ft need not be greater if 
he reqiures leas madiinery and buildings and a smauer stock o( inateri^.l 

p. r6%.'\ 

* jOidy true if ^commodity* be uoderstood to includg tniAy f 
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of their labour, the profits of their stock, or (he rait of their land.^ 
The whole of what is annually either collected or produced by the 
labour of every society, or what comes to the same thing, the whole 
price of it, is in this manner originally distributed amon^ some of its 
different memben. Wages, profit, and rent, are the three original 
sources of all revenue as well as of all exchangeable value. All other 
revenue® is ultimately derived from some one or other of these. 
which are the only Whoever derives his revenue from a fund which is 
original kinds of his own, must draw it either from his labour, from 
reuenue. Stock, or from his land. The revenue derived 

from labour is called wages. That derived from stock, by the person 
who manages or employs it, is called profit. That derived faom it 
by the person who does not employ it himself, but lends it to 
another, is called the interest or the use of money. It is the com- 
pensation which the borrower pays to the lender, for the profit 
which he has an opportunity of m^ing by the use of the money. 
Part of that profit naturally belongs to the borrower, who runs the 
risk and takes the trouble of employing it; and part to the lender, 
who affords him the opportunity of making this profit. The interest 
of money is always a derivative revenue, which, if it is not paid 
from the profit which is made by the use of the money, must be 
paid from some other source of revenue, unless perhaps die bor- 
rower is a spendthrift, who contracts a second debt in order to pay 
the interest of the first. The revenue which proceeds altogether from 
land, is called rent, and belongs to the landlord. The revome of the 
farmer is derived partly from his labour, and partly from his stock. 
To him, land is only the instrument which enables him to earn the 
wages of this labour, and to make the profits of this stock. All taxes, 
and all the revenue which is fotmded upon them, all salaries, pen- 
sions, and annuities of every kind, are ultimately derived from some 
one or other of those dtree original sources of revenue, and are paid 
either immediately or mediately from the wages of labour, the 
profits of stock, or the rent of land. 

They are seme- When thosc three different sorts of revenue bdoi^ 
iimes confiimded, jo di^ent persons, they are readily disringuished; 


^ [The ’whole AiwMal produce’ must be taken to mean the income and not the whnle 
mass of goods ptodocedi induding those winch perish or are used up in the creatton of 
others,] . , . * . » 

« iSome parts of this ‘other revenue,’ id*., interest and taxes, are menupned 
next paragraph. It it perhaps aiso intended to indude the tent of houses; see bdow^ 
pp.^^yT^ 
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but when they belong to the same Aey are sometimes confounded 
with one another, at least in common language, 
for example, a ^ gentleman who farms a part of his own estate, 
gentian farmer^ $ after paying the expence of cultivation, should gain 
rent is called profit, Ij^^dlord and the profit of the 

farmer. He is apt to denominate, however, his whole gain, pijofit, 
and thus confounds rent with profit, at least in common language. 
The greater part of our North American and West Indian plai^ters 
are in this situation. They farm, the greater part of them, their qwn 
estates, and accordingly we seldom hear of the rent of a plantatibn, 
but frequently of its profit. ^ 

a commSh farmer's Common farmers seldom employ any overseer to 
witges are called direct the general operations of the farm. They 
generally too work a good deal with their own 
hands, as ploughmen, harrowers, &c. What remains of the crop 
after paying the rent, therefore, should not only replace to them 
their stock employed in cultivation, together with its ordinairy 
profits, but pay them the wages which arc due to them, both as 
labourers and overseers. Whatever remains, however, after paying 
the rent and keeping up the stock, is called profit. But wages evi- 
dently make a part of it. The farmer, by saving these wages, must 
necessarily gain them. Wages, therefore, arc in this case confounded 
with profit. 

and so are an ^ independent manufacturer, who has stock 

independent manu^ enough both to purchase materials, and to maintain 
facturer s wages, himself till he can carry his work to market, should 

gain both the wages of a journeyman who works under a master, 
and the profit which that master makes by the sale of the journey- 
man's work.^ His whole gains, however, are commonly called 
profit, and wages are, in this case too, confounded with |^ofit.^ 
while the rent and ^ gardener who cultivates his own garden with his 
profit of a own hands, unites in his own person the three 

different characters, of landlord, farmer, and 
conddered emUngs labourer. His produce, therefore, should pay him 
of labour, ^hc rent of the first, the profit of the second, and 

the wages of the third. The whole, however, is commonly consid- 
ered as the earnings of his labour. Both rent and profit arc, in this 
case, confounded with wages. 


* [Ed. I reads ‘sale af his work*.] 


* (Below, pp. x25-iad.] 
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A great part of the As in a dvilizcd country there are but few com- 
amul ptoime goet modides of which the exchangeable value arises 

contributing 

imease or ekmiriu^ largely to that of the fer greater part of them, so 
tmoftheprodm. ^mual produce of its labour will always be 
sufficient to purchase or command a much greater quantity of 
labour than what was employed in raising, preparing, and bringing 
that produce to market. If the society were^ annually to employ aU 
the labour which it can annually purchase, as the quantity of labour 
would increase greatly every year, so the produce of every succeed- 
ing year would be of vastly greater value than that of the foregoing. 
But there is no country in which the whole annual produce^ em- 
ployed in maintaining the industrious. The idle every where con- 
sume a great part of it; and according to the different proportions 
in which it is annually divided between those two different orders of 
people, its ordinary or average value must either annually increase, 
or diminish, or continue the same from one year to another. 

^ [Eds. 1-3 read ‘was’,] 
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Of the Natural and Market Price of| 
Commodities^ \ 


OritMrjior 
average rates of 
wagu, profit, 


There is in every society or neighbourhood an 
ordinary or average rate both of wages and profit 
in every different employment of labour and stock. 
This rate is naturally regulated, as I shall show hereafter,* partly by 
the general circumstances of the society, their riches or poverty, 
their advancing, stationary, or declining condition; and partly by 
the particular nature of each employment. 
and rent There is likewise in every society or neighbourhood 

an ordinary or average rate of rent, which is regulated too, as 1 shall 
show hereafter,® pardy by the general circumstances of the society 
or neighbourhood in which the land is situated, and partly by the 
natural or improved fertUity of the land. 

may be called These ordinary or average rates may be called the 
natural rales, natural rates of wages, profit, and rent, at the time 
and place in which they commonly prevail. 
to pay which a When the price of any commodity is neither more 
commodity is sold nor less than what is sufficient to pay the rent of the 
at its natural prUe, ^ the profits of the 

Stock employed in raising, preparing, and brii^ing it t(^ market, 
according to their natural rates, the commodity is then sold for 
what may be called its natural price. 

or for what it really The commoffity is then sold precisely for what it is 
costs, which III- worth, or for what it really costs the person who 
dudes profit, bric^ it to market; for though in common lan- 

guage what is called the prime cost of any commodity docs not 
comprehend the profit of the person who is to sell it again, yet if he 
sells it at a price which docs not allow him the ordinary rate of 


» [The chapter followi Lectures, pp. i73-i8a. very dotdy.] 

* [Below, dtapi. viii. and »t,] * [Below, chap, xi.] 
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profit in his neighbourhood, he is evidently a loser by die trade; 
since by employing his stock in some other way he might have made 
that profit. His profit, besides, is his revenue, the proper fund of his 
subsistence. As, while he is preparing and bringing the goods to 
market, he advances to his workmen their wages, or their subsis- 
tence; so he advances to himself, in the same manner, his own 
subsistence, which is generally suitable to the profit which he may 
reasonably expect from the sale of his goods. Unless they yield him 
this profit, therefore, they do not repay him what they may very 
properly be said to have really cost him. 

since no one will go Though the price, therefore, which leaves him this 
on selling without profit, is not always the lowest at which a (dealer 
may sometimes sell his goods, it is the lowest at 
which he is likely to sell them for any considerable time; at least 
where there is perfect liberty,^ or where he may change his trade as 
often as he pleases. 

Market price The actual price at which any commodity is com- 
monly sold is called its market price. It may either be above, or 
below, or exactly the same with its natural price. 
is regulated by the 'The market price of every particular commodity is 
t^tet'^'lL regulated by the proportion between the quantity 
effectual demand. which is actually brought to market, and the 
demand of those who are willing to pay the natural price of the 
commodity, or the whole value of the rent, labour, and profit,* 
which must be paid in order to bring it thither. Such people may be 
called the efiectual demanders, and their demand the effectual 


demand; since it may be sufficient to effectuate the bringing of the 
commodity to market. It is different from the absolute demand. A 
very poor man may be said in some sense to have a demand for a 
coach and six; he might like to have it; but his demand is not an 
effectual demand, as the commodity can never be brought to market 
in order to satisfy it. 


When the quantity 
brought falls short 
of the effectual 
demand, the market 
price rises edtoue 
the natural; 


when the quantity of any commodity which is 
brought to market falls short of the effectual 
demand, all those who are willing to pay the whole 
value of the rent, wages, and profit, which must be 
paid in ordo: to bring it thidier, cannot be supplied 


with the quantity which they want. Rather than want it altogedier, 


^ {The same phrase occurs below, pp. 70, iii.] 
• [Above, p. 57 and note 
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some of them will be willing to give more. A competition will 
immediately begin among them, and the market price will rise more 
or less above the natural price, according as either the greatness of the 
deficiency, or the wealth and wanton luxury of the competitors, 
happen to animate more or less the eagerness of the competition. 
Among competitors of equal wealth and luxury the same defi- 
ciency^ will generally occasion a more or less eager competition, 
according as the acquisition of the commodity happens to be of 
more or less importance to them.* Hence the exorbitant pried of 
the necessaries of Hfe during the blockade of a town or iii a 
famine. \ 


when it exceeds the When the quantity brought to market exceeds the 
effectual demand, it cannot be all sold to those who 
below the natural; arc willing to pay the whole value of the rent, wages 
and profit, which must be paid in order to bring it thither. Some 
part must be sold to those who arc wiUmg to pay less, and the low 
price which they give for it must reduce the price of the whole. The 
market price will sink more or less below the natural price, accord- 
ing as the greatness of the excess increases more or less the competi- 
tion of the sellers, or according as it happens to be more or less 
important to them to get immediately rid of the commodity. 
The same excess in the importation of perishable, will occasion a 
much greater competition than in that of durable commodities; 
in the importation of oranges, for example, than in that of old 
iron. 


when it is Just When the quantity brought to market is just 

equal to the effectual sufficient to Supply thc effectual demand and no 
demand the market , it i»i 

mi Hotural price more, the market price naturally comes to be either 

coindie. exactly, or as nearly as can be judged of, the same 

with the natural price. The whole quantity upon hand can be dis- 
posed of for diis price, and cannot be disposed of for more. The 
competition of the different dealers obliges them all to accept of this 
price, but does not obHge them to accept of less. 
hnatmeUrttria quantity of every commodity brought to 

H$df to the effeeriul naarket naturally suits i^f to the effectual demand. 
demand. interest of all those who eanploy their land, 

labour, or stodt, in bringing any commodity to market, that tlw 

[Ed. I, beginmng four lines fai^ier reads 'acccadktg as the greatness of the 
deficiency increases more or less the eagerness of this competition. The same de» 
ficicncy*.] 

* {Ed. X reads 'dxe competitors*.] 



CH. 


vn] 


NATURAL AND MARKET PRICE 


65 


When it exceeds 
that demand, some 
of the component 
parts of its price 
are behw their 
natural rate; 


quantity never should exceed the effectual demand; and it is the 
interest of all other people that it never should fall short of that 
demand.^ 

If at any time it exceeds the effectual demand, some 
of the component parts of its price must be paid 
below their natural rate. If it is rent, the interest 
of the landlords will immediately prompt them to 
withdraw a part of their land; and if it is wages or 
profit, the interest of the labourers in the one case, and of their em- 
ployers in the other, will prompt them to withdraw a part of their 
labour or stock from this employment. The quantity brought to 
market will soon be no more than sufficient to supply the efectual 
demand. All the different parts of its price will rise to their natural 
rate, and the whole price to its natural price. 
when it falls short. If, on the contrary, the quantity brought to market 
some of the com-’ should at any time fall short of Ae effectual demand, 

eonent parts are r 1 • 

above their natural sotne ot the component parts 01 its pace must nse 

above their natural rate. If it is rent, the interest of 
all other landlords will naturally prompt them to prepare more 
land for the raising of this commodity; if it is ws^es or profit, the 
interest of all other labourers and dealers will soon prompt them to 
employ more labour and stock in preparing and brii^ir^ it to 
market. The quantity brought diither will soon be sufhdent to 
supply the effectual demand. All the different parts of its price will 
soon sink to their natural rate, and the whole price to its natural 
price. 

Natural price is the The natural price, therefore, is, as it were, the cen- 
M^M^^ices price, to which the prices of all commodities 
gravitau. arc continually gravitating. Different accidents may 

sometimes keep them suspended a good deal above it, and sometimes 
force them down even somewhat below it. But whateva: may be 
die obstacles which hinder them from settling in this emter of 
repose and continuance, they are constantly tending towards it. 

Mustry suits itself quantity of industry ann^y employed 

totite^ectual in order to bring any commodity to matket, 
naturally suits itself in ^ manner to the effectual 
ft nmitally aims at bringing always diat predrn quantity 
»bitb 4 .r which may suffidoat to supply, and no more than snpfdy, 
that demand. 


* {Ed, I rc*ds *&U jhort of it*,] 
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but the quantity But in Some employments the same quantity of 
^Ji^ntiflJu^"! industry will in different years produce very 
sometimesjiuctuates. different quantities of commodities;^ while in others 
it will produce always the same, or very nearly the same. The same 
number of labourers in husbandry will, in different years, produce 
very different quantities of com, wine, oil, hops, 6cc, But the ^jame 
number of spinners and weavers will every year produce the ^me 
or very nearly the same quantity of hnen and woollen cloth. |t is 
only the average produce of the one species of industry which tan 
be suited in any respect to the effectual demand; and as its actual 
produce is frequently much greater and frequaidy much less th^n 
its average produce, the quantity of the commodities brought to 
market will sometimes exceed a good deal, and sometimes fall 
short a good deal, of the effectual demand. Even though that demand 
therefore should continue always the same, their market price will 
be hable to great fluctuations, will sometimes fall a good deal below, 
and sometimes rise a good deal above, their natural price. In the 
other spcdcs of industry, the produce of equal quantities of labour 
being always the same, or very nearly the same, it can be more 
exactly suited to the effectual demand. While that demand continues 
the same, therefore, the market price of the commodities is likely to 
do so too, and to be either altogether, or as nearly as can be judged 
of, the same with the natural price. That the price of linen and 
woollen cloth is liable neither to such frequent nor to such great 
variations as the price of com, every nun’s experience will inform 
him. The price of the one species of commodities varies only with 
the variations in the demand: That of the other varies not only widi 
the variations in the demand, but with die much greater and more 
frequent variations in the quantity of what is brought to market in 
order to supply that demand. ♦ 

ThefluauaHons The occasional and temporary fluctuations in the 
price of any conunodity faU chicHy upon 
rent, thosc parts of its price which resolve themselves 

into w^^es and profit. That part which resolves itself into r6nt is less 
affected by them. A rent certain in money is not in the least affxted 
by them ehber in its rate or in its value. A rent which consists dther 
in a certain proportion or in a certain quantity of the rude produce, 
is no doubt affected in its yearly value by all the occasional and tern* 
poiary fluctuations in the market price of that rude produce; but it 
[See bdow, p. 129.] 
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is sddom affected by them in its yearly rate. In settling the terms of 
the lease, the landlord and farmer endeavour, according to their 
best judgment, to adjust that rate, not to the temporary and occa- 
sional, but to the average and ordinary price of the produce. 
affecting them in Such fluctuations aflcct both the value and the rate 

different proportions either of Wages or of profit, according as the mar- 
accordmg to the , , i - i i i i 

supply of commodi-^ kct happens to be cither over-stocked or under- 

ties and labour, stocked with commodities or with labour; with 
work done, or with work to be done. A public mourning raises the 
price of black cloth^ (with which the market is almost always under- 
stocked upon such occasions), and augments the profits of the mer- 
chants who possess any considerable quantity of it. It has nc*effect 
upon the wages of the weavers. The market is under-stocked with 
commodities, not with labour; with work done, not with work to 
be done. It raises the wages of journeymen taylors. The market is 
here under-stocked with labour. There is an effectual demand for 
more^ labour, for more work to be done than can be had. It sinks 
the price of coloured silks and cloths, and thereby reduces the 
profits of the merchants who have any considerable quantity of 
them upon hand. It sinks too the w^cs of the workmen employed 
in preparing such commodities, for which all demand is stopped 
for six months, perhaps for a twelvemonth. The market is here over- 
stocked with commodities and with labour. 

But market price But though thc market price of every particular 
conimodity is in diis manner continually gtavi- 
time, tating, if one may say so, towards the natural price, 

yet sometimes particular accidents, sometimes natural causes, and 
sometimes particular regulations of police, may, in many conunodi- 
ties, keep up the market price, for a long time together, a good deal 
abdve the natural price. 

in (msttfutnet of When by an increase in the edectual demand, ihs 
kwwlL^fhlgh some particular commodity hap- 

pn^, pens to rise a good deal above the natural {Hcice, 

du>se who employ their stocks in supplyit^ that market axe generaQy 
careful to concesil this change. If it was commeody known, their 
great profit would tempt so many new rivals to employ thdr 
stocks in thc same way, that, the effectual demand bdt^ fully 
supplied, die market price would soon be reduced to the natural 
price, and perhaps fiir some time even below it. If the market is at 
» fRepeated bdow .p. Mp.l * [Ed. i does not coiit»itt..^oi*’.] 
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a great distance from the residence of those who supply it, they may 
sometimes be able to keep the secret for several years together, and 
may so long enjoy their extraordinary profits without any new 
rivals. Secrets of this kind, however, it must be acknowledged, can 
seldom be long kept; and the extraordinary profit can last very Uttle 
longer than they arc kept. j 

or in consequence Sccrets in manufactures arc capable of being longer 

of secrets in kept than secTCts in trade. A dyer who has foun^ the 

manufactures, mcans of producing a particular colour ^ith 
materials which cost only half the price of those commonly niadcNUSc 
of, may, with good management, enjoy the advantage of his <iis- 
covery as long as he fives, and even leave it as a legacy to his 
posterity. His extraordinary gains arise from the high price which is 
paid for his private labour. They properly consist in the high wages 
of that labour. But as they arc repeated upon every part of his stock, 
and as their whole amount bears, upon that account, a regular 
proportion to it, they are commonly considered as extraordinary 
profits of stock. ^ 


which may operate Such enhancements of the market price are evi- 
for long periods, dently the effects of particular accidents, of which, 
however, the operation may sometimes last for many years together. 
or in consequence of ^ome natural productions require such a singu- 
savcity of peculiar larity of soii and situation, that all the land in a 
great country, which is fit for producing them, 
may not be sufficient to supply the effectual demand. The whole 
quantity brought to market, therefore, may be disposed of to those 
who are willing to give more than what is sufficient to pay the rent 
of the land which produced them, together with the wages of the 
labour, and the profits of the stock which were employed in pre- 
paring and bringii^ them to market, according to their natural 
rates. Such commodities may continue for whole centuries together 
to be sold at this high price;* and that part of it which resolves 
itself into the rent of land is in this case the part which is generally 
paid above its natural rate. The rent of the land which affords such 
singular and esteemed productions, like the rent of some vineyards 
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in France of a peculiarly happy soil and situation, bears no regular 
proportion to the rent of other equally fertile and equally well- 
oaltivated land in its neighbourhood. The W2^es of the labour and 
the profits of the stock employed in bringing such commodities to 
market, on the contrary, are seldom out of their natural proportion 
to those of the other employments of labour and stock in their 
neighbourhood. 

which may c<mtinue Such enhancements of the market price are evi- 
for euer, dcndy the effect of natural causes which may hinder 

the effeaual demand from ever being fully supplied, and which may 
continue, therefore, to operate for ever. 

A monopoly has ^ monopoly granted cither to an individual «r to a 
fad*^ t ^ ^ company has the same effect as a secret in 

* trade or manufactures. The monopolists, by keeping 

the market constantly under-stocked, by never fully supplying the 
effectual demand, sell their commodities much above the natural 
price, and raise their emoluments, whether they consist in wages or 
profit, gready above their natural rate. 

the price of mono- The price of monopoly is upon every occasion the 
hlgVs? which can highest which Can be got. The natural price, or the 
begot. price of free competition, on the contrary, is the 

lowest which can be taken, not upon every occasion indeed, but for 
any considerable time altogether. The one is upon every occasion 
the highest which can be squeezed out of the buyers, or which, it is 
supposed, they will consent to give: The other is the lowest which 
the sellers can commonly afford to take, and at the same time 
continue their busmess. 


Corporation 
privileges^ etc., are 
enlarged monopolies. 


The exclusive privileges of corporations, statutes of 
apprenticeship,^ and all those laws which restrain, 
in particular employments, the competition to a 


smaller number than might otherwise go into them, have the same 


tendency, though in a less degree. They arc a sort of enlarged 
monopolies, and may frequendy, for ages together, and in whole 
classes of employments, keep up the market price of particular 
commodities above the natural price, and maintain both the wi^es 


* {See below, pp, 132^145. Playfair, in a note on this pa$sa^, ed. Wealth of Nedmu, 
1805, vol. i., p. 97, says: 'This observation about corporations and apprentices^ps 
scarctiy applies at all to the present day. In London, for example, the freemen only can 
carry on (Attain businesses within the city: there is not one of th<»ie busbesses that may 
not be carried on elsewhere, and the produce sold in the city. If Mr. Smith's pdnaple 
applied, goods would be dearer in Cheapsidc than in Bond Street, wbeh « not me 
case/J ** 
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of the labour and the profits of the stock employed about them 
somewhat above their natural rate. 

Such enhancements of the market price may last as long as the 
regulations of police which give occasion to them. 

Market price is market price of any particular commodity, 

seldom long below though it may continue long above, can seldom 
natural price, continue long below, its natural price. Wha^ver 

part of it was paid below the natural rate, the persons whose int^est 
it affected would immediately feel the loss, and would immediately 
withdraw either so much land, or so much labour, or so much 
stock, from being employed about it, that the quantity brought to 
market would soon be no more than sufficient to supply the effectual 
demand. Its market price, therefore, would soon rise to the natural 
price. This at least would be the case where there was perfect liberty. ^ 
iho^h apprentice- The same Statutes of apprenticeship and other 
corporation laws indeed, which, when a manufac- 
reduce wages much ture is in prosperity, enable the workman to raise his 
latejor^ a certain ^ages a good deal abovc their natural rate, some- 

penod. times oblige him, when it decays, to let them down 

a good deal below it. As in the one case they exclude many people 
firom his employment, so in the other they exclude him from many 
employments. The effect of such regulations, however, is not near 
so durable in sinking the workman’s wages below, as in raising them 
abovc, their natural rate. Their operation in the one way may endure 
for many centuries, but in the other it can last no longer than the 
lives of some of the workmen who were bred to the business in the 
time of its prosperity. When they arc gone, the number of those 
who are afterwards educated to the trade will naturally suit itself to 
the effectual demand. The police must be as violent as that of Indo* 
Stan or antient Egypt* (where every man was bound by sr^rinciple 
of religion to follow the occupation of his father, and was supposed 
to commit the most horrid sacrilege if he changed it for another), 
whidh can in any particular employment, and for several generarions 
together, sink cither the wages of labour or the profits of stock below 
their natural rate. 

This is all that I think necessary to be observed at {Mresaat con- 
ceming the deviations, whether occasional or permanent, of the 
market price of commodities firom the natural price. 

^ [Above, p. ei, and below, p. xii.] 

’ [In Ltemes, p. x68, the Egyptian practice is attributed to *a law of Sesostris'.} 
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price varies The natural price itself varies with the natural rate 
rate oftv^es!" Component parts, of wages, profit, 

profit and rent. and rent; and in every society this rate varies 
according to their circumstances, according to their riches or 
poverty, their advancing, stationary, or declining condition. I shall, 
in the four followitg chapters, endeavour to explain, as fully and 
distinctly as I can, the causes of those different variations. 

Wages will be ^ endeavour to explain what are the 

dealt with in circumstances which naturally determine the rate 
chapter vm., Wages, and in what manner those circumstances 

are affected by the riches or poverty, by the advancing, stationary 
or declining state of the society. 

profit in chapter ix.. Secondly, I shall endeavour to show what are the 
circumstances which naturally determine the rate of profit, and in 
what manner too those circumstances are affected by the like varia- 
tions in the state of the society. 

differences of wages though pecuniary wages and profit are very 
and profit in different in the different employments of labour 
riveter X., Stock; yet a certain proportion seems com- 

monly to take place between both the pecuniary wages in all the 
different employments of labour, and the pecuniary profits in all 
the different employments of stock. This proportion, it will appear 
hereafter, depends partly upon the nature of the different employ- 
ments, and partly upon the different laws and policy of the society 
in which they are carried on. But though in many respects depen- 
dent upon the laws and policy, this proportion seems to be litde 
affected by the riches or poverty of that society; by its advancing, 
stationary, or declining condition; but to remain the same or very 
nearly the same in all those different states. I shall, in the third place, 
endeavour to explain all the different circumstances which regulate 
this proportion. 

and rent in In the fourth and last place, I shall endeavour to 
duster xi. yrhat arc the circumstances which regulate 

the rent of land, and which cither raise or lower the real price of all 
the different substances which it produces. 



CHAPTER Vin 


Of the Wages of Labour J 

i 


Produce is the 
natural wages of 
labour, 

% 

Originally the 
whole belonged to 
the labourer. 


The produce of labour constitutes the natural 
recompence or wages of labour. 

In that original state of things, which precedes 
both the appropriation of land and the accumula- 
tion of stock, the whole produce of labour belongs 


to the labourer.^ He has neither landlord nor master to share with 


him. 


If this had ca^ Had this State continued, the wages of labour would 

I-Tw augmented with all those improvements in its 

Aeaper, productive powers, to which the division of labour 

gives occasion. All things would gradually have become cheaper.* 
They would have been produced by a smaller quantity of labour; 
and as the commodities produced by equal quantities of labour 
would naturally in this state of things be exchanged for one another, 
they would have been purchased likewise with the produce of a 
smaller quantity. 

though bi appetff- But though all things would have become cheaper 
reaUty, in appearance many things might have 
deafer. become dearer than before, or have been exchanged 

for a greater quantity of other goods.* Let us suppose, for gcample, 
that in the greater part of employments the productive powers of 
labour had been improved to tenfold, or that a day’s labour could 
produce ten times the quantity of work which it had done originally; 
but that in a particular employment they had been improved only 
to double, or that a day’s labour could produce only twice the 


* [The tme nine words occur above, p. 54, in ed. 2 and later eds.] 

' [liie word ‘cheaper* is deiined by the next, sentence as ‘produced by a smaller 
quantity of labour’.] 

* (It would be less confusing if the sentence ran: ‘But though all things would have 
become cheaper in the sense just attributed to the word, yet in the sense in which die 
words cheaper and dearer ate ordinarily used many thmgs might have become dearer 

bdbre.’] 
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quantity of work which it had done before. In exchanging the pro- 
duce of a day’s labour in the greater part of employments, for that of 
a day’s labour in this particular one, ten times the original quantity of 
work in them would purchase only twice the original quantity in it. 
Any particular quantity in it, therefiare, a pound weight, for 
example, would appear to be five times dearer than before.^ In 
reality,® however, it would be twice as cheap. Though it required 
five times the quantity of other goods to purchase it, it would 
require only hdf the quantity of labour either to purchase or to 
produce it. The acquisition, therefore, would be twice as easy* as 
before. 

This stau was But this original state of things, in which the 
T^ropria^n of hihourer enjoyed the whole produce of his own 
M W accumula- labour, could not last beyond the first introduction 
ft'oB of stock, q £ fjjg appropriation of land and the accumulation 

of stock. It was at an eni therefore, long before the most consider- 
able improvements were made in the productive powers of labour, 
and it would be to no purpose to trace further what might have 
bear its effects upon the recompouce or wages of labour. 
rent being the As soon as land becomes private property, the land- 
firstMuaion, demands a share of almost all the produce 

whidi* the labourer can either raise, or collect from it. His rent 
makes the first deduction from the produce of the labour which is 
employed upon land. 

and profit the sddom happens that the person who tills the 

second, both in ground has wherewithal to maintain himself till he 
(tgrieulture, reaps the harvest. His maintenance is generall7 

advanced to him from the stock of a master, the ^mer who em- 
ploys him, and who would have no interest to employ him, unless- 
he was to share in the produce of his labour, or unless his stock was 
to be replaced to him with a profit. This profit makes a second 
deduction fiom the produce of die labour whidi is employed upon 
land. 

and odier arts and The produce of almost all other labour is liaUe w 
mamtfacuires. the like deduction of profit. In all arts and manu- 
fiurtures the greater part of the workmen stand in need of a master to 

* (le., ‘would in the ordinary sense of Che word be five tames dearer daaa bt^xe’.] 

» [/.e.. 'in the sense attributed to the word above'.] 

* amount oflabour necessary for the aci}uisitionofaQiingBieata»ca its valoe, 
Itwice as cheap’ means simply, twice at easy to acquire.] 

* {EtC I reads ‘of whatever produce’.] 
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advance them the materials of their work, and their wages and 
maintenance till it be compleated.^ He shares in the produce of their 
labour, or in the value which it adds to the materials upon which it 
is bestowed; and in this share consists his profit.® 

The independent It sometimes happens, indeed, that a single indc- 
projits as well as Pendent workman has stock sufficient both to |)ur- 
chase the materials of his work, and to maintain 
himself till it be compleated. He is both master and workman, Vnd 
enjoys the whole produce of his own labour, or the whole vAuc 
which it adds to the materials upon which it is bestowed. It includes 
what are usually two distinct revenues, belonging to two distiiict 
persQjji, the profits of stock, and the wages of labour. 
but this case is Such cases, howcvcr, arc not very frequent, and in 

infrequent. cvcry part of Europe, twenty workmen serve under 

a master for one that is independent; and the wages of labour are 
cvcry where understood to be, what they usually arc, when the 
labourer is one person, and the owner of the stock which employs 
him another. 

Wages depend on What arc the common wages of labour, depends 

^^^mJZTrk- *=^“7 contrart usually made 

men. between those two parties, whose interests arc by 

no means the same. The workmen desire to get as much, the masters 
to give as litdc as possible. The former are disposed to combine in 
order to raise, the latter in order to lower the wages of labour. 

The masters have It is not, however, difficult to foresee which of the 
dte advantage, parties must. Upon all ordinary occasions, have 

the advantage in the dispute, and force the other into a compliance 
with their terms. The masters, being fewer in number, can combine 
much more easily; and the law, besides, authorises, or at least does 
not prohibit their combinations,® while it prohibits thoSC' of the 
workmen.^ We have no acts of parUament against combining to 
lower the price of work; but many against combining to raise it. 
In all such disputes the masters can hold out much longer. A land- 
lord, a &nner, a master manu&cturer, or merchant, though they did 

^ [The provmott of tools to work with and buildings to work in is forgotten.] 

* (Cp. with diis account that given at the l^inning of chap, vi., pp. 53. 54 above.] 

* [£d. 1 rea^, masters being fewer in numto can not extuy combine more 
easily, but die law aodiorises th^r combinations, or at least does not prohibit them*,} 

* 7 Geo. I., stat. i, c. 13, as to London tailors; 12 Geo. I., c. 34. m to wool- 
eondboM md weavers; xa Gea c. 35* ^ to brick and tik makers widun hi^een miles 
of London; 2a Geo. IL, c. 27, § ra, as to persons employed in the wodlcn tnanofaoiare 
and many odiers.] 
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not employ a single workman, could generally live a year or two 
upon the stocks which they have already acquired. Many workmen 
could not subsist a week, few could subsist a month, and scarce any 
a year without employment. In the long-run the workman may be 
as necessary to his master as his master is to him, but the necessity 
is not so immediate. 

though less is hoard We rarely hear, it has been said, of the combinations 
fimioZ\hanof masters, though frequently of those of workmen. 
workmen's. But whoever imagines, upon this account, that 

masters rarely combine, is as ignorant of the world as of the subject. 
Masters are always and every where in a sort of tacit, but constant 
and uniform combination, not to raise the wages of labour above 
their actual rate. To violate tliis combination is every where a most 
unpopular action, and a sort of reproach to a master among his 
neighbours and equals. We seldom, indeed, hear of this combina- 
tion, because it is the usual, and one may say, the natural state 
things which nobody ever hears of. Masters too sometimes enter 
into particular combinations to sink the wages of labour even below 
this rafe. These arc always conducted with the utmost stlence and 
secrecy, till the moment of execution, and when the workmen yield, 
as they sometimes do, without resistance, though severdiy felt by 
them, they arc never heard of by other people. Such combinations, 
however, are frequently resisted by a contrary defensive combinar 
tion of the workmen; who sometimes too, without any provocation 
of this kind, combine of their own accord to raise the price of their 
labour. Their usual pretences^ are, sometimes the high price of 
provisions; sometimes the great profit which their masters make by 
their work. But whether tiicir combinations be offensive or defiat- 
sive, they arc always abundantly heard of. In order to bring the 
point to a speedy decision, they have always recourse to the loudest 
clamour, and sometimes to the most shocking violence and outrage. 
They arc desperate, and act with the fidly and extravagance of 
desperate men, who must cither* starve, or frighten their masters 
into an immediate compliance with their demands. The masters 
upon these occasions are just as clamorous upon the other sidc,^ and 
never cease to caH aloud for Ac amstance of the civil magistrat*?, and 
Ac rigorous execution of Aosc laws whiA have been enacted wiA 


^ [The word is used as elsewhere m Adam Smadi widiout the 0£|tl|dty/ 

how attached to it: a preteace is simply fometyng put forward.} 

• [Ef. I docs not contain ’cither’.] 
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SO much severity against the combinations of servants, labourers, 
and journeymen. The workmen, accordingly, very seldom derive 
any advantage from the violence of those tumultuous combinations, 
which, partly from the interposition of the civil magistrate, partly 
from the superior steadiness of the masters, partly from the necessity 
which the greater part of the workmen are under of submitting|for 
the sake of present subsistence, generally end in nothing, but ithe 
punishment or ruin of the ringleaders, \ 

But masters cannot though in disputes with their workmen, ml^s- 
reduce wages below ters must generally have the advantage, there js 
a certain rate, however a certain rate below which it seeiAs 

impQisible to reduce, for any considerable time, the ordinary wages 
even of the lowest species of labour. 

namely, subsistence A man must always live by his work, and his wages 
{on!^t^g'^erfora ^ sufFicicnt to maintain him. They 

family, must even upon most occasions be somewhat more; 

otherwise it would be impossible for him to bring up a family, and 
the race of such workmen could not last beyond the first generation. 
Mr. Cantillon seems, upon this account, to suppose that thd lowest 
species of common labourers must every where earn at least double 
their own maintenance, in order that one with another they may 
be enabled to bring up two children; the labour of the wife, on 
account of her necessary attendance on the children, being supposed 
no more than sufficient to provide for herself.^ But one-half the 
children bom, it is computed, die before the age of manhood.* The 
poorest labourers, therefore, according to this account, must, one 
with another, attempt to rear at least four children, in order that two 
may have an equal chance of living to that age. But the necessary 
maintenance of four children, it is supposed, may be nearly equal 
to that of one man. The labour of an able-bodied slave, 9ie same 
author adds, is computed to be worth double his maintenance; and 
dhat of the meanest labourer, he diinks, cannot be worth less than 
dbat of an able--bodied slave. Thus £ir at least seems certain, that, in 
order to bring up a family, the labour of the husband and wife 
together must, even in the lowest spedes of common labour, be 
able to cam something more than what is precisely necessary for 


^ sur ta nature du commerce en ghUrad, 1755, pp. The ‘seems* is not 

meaningless, as Cantillon is unusually o&cure in the passage referred to. It is not clear 
insdieth«r he intends to inchsde the woman*s earnings or not.] 

* before completing their seventeenth year, as stated by Dr. Halley, quoted by 
iCantillon, Essau pp. 42, 43.] 
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their own maintenance; but in what proportion, whether in dhat 
above mentioned, or in any other, I duJl not take upon me to 
determine.^ * 

Wt^es may be There are certain circumstances, however, which 
(onsUeraUy^ve sometimes give the labourers an advantage, and 
* “ enable them to raise their wi^es considerably above 

this rate; evidently the lowest which is consistent with common 
humanity. 

when there is an When in any country the demand for those who 
demand Hve by wages; labourers, journeymen, servants of 
jor a ourers, cvery kind, is continually increasing; when every 
year furnishes employment for a greater number than had.^bem 
employed the year bdfore, the workmen have no occasion to com- 
bine in order to raise their wages. The scarcity of hands occasions a 
competition among masters, who bid against one another, in order 
to get workmen,* and thus voluntarily break through the natural 
combination of masters not to raise w^es. 
ivhuh is by demand for those who hve by wages, it is 

m incream of the evident. Cannot increase but in proportion to the 

increase of the funds which are destined for the 
tvr^es. payment of wages. These funds are of two kinds; 

The funds consist of revenue which is over and above what is 

necessary for the maintenance;* and, secondly, the stock which is 
over and above what is necessary for the employment of dbeir 
masters. 

surplus revenue. When the landlord, annuitant, or monied man, has 
a greater revenue than what he judges sufficient to maintain his own 
funily, he employs either the whole or a part of the surplus in 
maintaining one or more menial servants.* Increase this surplus, and 
he will naturally increase the ntunber of those servants. 
and surplus stode. When an independent workman, such as a weaver 

or shoe-maker, has got more stock than what is sufficient to pur- 
chase the materials of his own work, and to maintain himself till he 

^ (Cantillon himself, p. 44 , says: *C^esc uae nud^e qui Q*adniet pas un calctil exaa, 
et laqtselle la precision n'est pas m6me fon n^cessaire, il su£Bt qu’on ne s*y Sbigne 
pas beaucoup de la 

* [Bd. t reads 'them'.} 

* (There is no attempt to dehne 'maintenance/ and consequently die division of a 
man's revenue into what is necessary for his maintenance ana what is ovc» and above 
is 1^ perfectly vague.] 

* (It seems to be implied hete that keeping a menial servant, even to penorm die 
most necessary offices (e. to nurse the infant child of a widower), is imt ^maintaining* 
a familyT} 
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can dispose of it, he naturally employs one or more journeymen 
with die surplus, in order to make a profit by their work. Increase 
this surplus, and he will naturally increase the number of his 
journeymen. 

The demand for The demand for those who live by wages, there- 

l^ourers therefore necessarily increases with the increase of the 

increases with the 1 1 r 1 T 

increase (f national revenue and stock of every country, and caitoot 

wealth. possibly increase without it. The incrcase\ of 

revenue and stock is the increase of national wealth.^ The dem^d 

for those who live by wages, therefore, naturally increases with the 

increase of national wealth, and cannot possibly increase without It. 

High ^ifiges are It is not the actual greatness of national wealth, but 

occasioned by the j^s continual increase, which occasions a rise in the 
tncrease, not by the « ri t • i* 1 * t. • i. 

actual greatness of wages* ot labour. It IS not, accordingly, m the rich- 

ntuhnal wealth. countries, but in the most thriving, or in those 

which are growing rich the fastest, that the wages of labour arc 

highest. England is certainly, in the present times, a much richer® 

country thm any part of North America. The wages of labour, 

however, arc much higher in North America than in any part of 

England, In the province of New York, common labourers earn* 

three shillings and sixpence currency, equal to two shillings sterling, 

a day; ship carpenters, ten shillings and sixpence currency, with a 

pint of rum worth sixpence sterling, equal in all to six shillings and 

sixpence sterling; house carpenters and bricklayers, eight shillings 

currency, equal to four shillings and sixpence sterling; journeymen 

taylors, five shillings currency, equal to about two shillings and ten 

poice sterling. These prices are all above the London price; and 

wages are said to be as high in the other colonies as in New York. 

The price of provisions is every where in North America much 

lower than in England. A dearth has never been known thSre. In the 

worst seasons, they have always had a sufficiency for themselves, 

though less for exportation. If the money price of labour, therefore, 

be h^her than it is any where in the mother country, its real price. 


^ (Above, p. 1, die wealth of a nation was tseattd as synonymous with its annual 
produce, and there has been hitherto no suggestion that its stock must be considered.] 

* [Appanmdy this is a dip for ^occasions high wages*. At any rate the next sostences 
rewre dm asserdon and not that actually m^.] 

* [Use method of caladatmg wealth by the amount of annual produce pet hesd 
adt^ted above, p. i, is departed Brom here and below, p. So, and ^quendy in later 
pamage^ in hvom of die calculadon by amount of capital wealth.] 

^ was wtitten in X773, before die commencement of the Ute distuabancei. {BdL 
X does not contain dus note; eds. 2 and 3 read 'present disturbances*.] 
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the real command of the necessaries and convenicndes of life 
which it conveys to the labourer, must be higher in a still greater 
proportion* 


North America is though North America is not yet so rich as 

more thriving than England, it is much more thriving, and advancing 
England. much greater rapidity to the further acquisi- 

tion of riches. The most decisive mark of the prosperity of any 
country is the increase of the number of its inhabitants. In Great 
Britain, and most other European countries, they are not supposed 
to double in less than five hundred years. In the British colonies in 
North America, it has been found, that they double in twenty or 
five-and-twcnty yean.^ Nor in the present times is this incsseasc 
principally owing to the continual importation of new inhabitants, 
but to the great multiplication of the species. Those who live to old 
age, it is said, frequently see there from fifty to a hundred, and some- 
times many more, descendants from their own body. Labour is 
there so well rewarded that a numerous family of children, instead 
of being a burthen is a source of opulence and prosperity to the 
parents. The labour of each child, b^ore it can leave tfieir house, is 
computed to be worth a hundred pounds clear gain to dhem. A 
young widow with four or five young children, who, among the 
middling or inferior ranks of people in Europe, would have so Htde 
chance for a second husband, is there frequently courted as a sort of 
fortune. The value of children is the greatest of all encour^cments 
to marriage. We caimot, therefore, wonder that the people in Nordx 
America should generally marry very young. Notwithstanding 
the great increase occasioned by such early marriages, there is a 
continual complaint of the scarcity of hands in North America. 
The demand for labourers, the fimds destined for maintaining 
them, increase, it seems, still faster than they can find labourers to 
employ. 


1 [petty, Political Arithmetic, 1699, p. 18, made the period for England 360 years. 
Gregory Eang, quoted by Davenant, Works, cd. VThitworth, 1771, vol. ii., p. I7d. 
makes it 43 5 years in the past and prol^bly 600 in the future. In 1703 the population of 
Virginia was do,ooo, in 17$$ it was 300,000, and in 1765 it was 5<^,ooo, ‘by which they 
appear to have doubled their numbers every twenty years as nigh as may be\— The 
Present State of Great Britain and North America with regard to Agricultnre, Population, 
Trade and Manufactures, 1767, p. aa, note. ‘The original number of persons who in 
1643 had settled in New Boland was ax,aoo. Ever since, it is ret^oned that more 
have lefb them than have gone to them. In the year 1760 they were increased to half a 
mihion. They have therefore all akmg doubled their own number in twenty^five 
yatm*--iUdhai!d Price, Observations on Remsimuay Payments^ etc;, i 77 r* PP- ^^4, aos. 
The statement as to America if repeated below, p. 441.] 



8 o WAGES OP LABOUR [bK. I 

Wages are mt high Though the wealth of a country shotdd be very 
7omt^Xo^ver if it been long stationary, we must 

not expect to find the wages of labour very high in 
it. The funds destined for the payment of wages, the revenue and 
stock of its inhabitants, may be of the greatest extent; but if they 
have continued for several centuries of the same, or very neiirly of 
the same extent, the number of labourers employed every yeai could 
easily supply, and even more than supply, the number wanted the 
following year. There could seldom be any scarcity of handi, nor 
could the masters be obUged to bid against one another in (larder 
to get them. The hands, on the contrary, would, in this case, natdr ally 
multiply beyond their employment. There would be a constant 
scarcity of employment, and the labourers would be obliged to bid 
against one another in order to get it. If in such a country the wages 
of labour had ever been more than sufficient to maintain the 
labourer, and to enable him to bring up a family, the competition of 
the labourers and the interest of the masters would soon reduce 
them to this lowest rate which is consistent with common humanity. 
China has been long one of the richest, that is, one of the most fertile, 
best cultivated, most industrious, and most populous countries in 
the world.^ It seems, however, to have been long stationary. Marco 
Polo, who visited it more than five hundred years ago,* describes 
its cultivation, industry, and populousness, almost in the same terms 
in which they are described by travellers in the present times. It had 
perhaps, even long before his time, acquired that full complement of 
riches which the nature of its laws and institutions permits it to 
acquire. The accounts of all travellers, inconsistent in many other 
respects, agree in the low wages of labour, and in the difficulty 
whidi a labourer finds in bringing up a family in China. If by dig- 
ging the ground a whole day he can get what will purdfese a small 
quantity of rice in the evening, he is contented. The condition of 
artificers is, if possible, still worse. Instead of waiting indolently in 
their work-houses, for the calls of their customers, as in Europe, 
they are continually running about the streets with the tools of their 
respective trades, offering their service, and as it were begging 
employment* The poverty of the lower ranks of people in China 

^ [Here have a third method of calodatmg the rkhei or wealth of a country, 
namdy by the amount of produce per acre. For other re%ences to this Veahh* of 
China see the index, i.v. Cnina.] • [The date of his arrival was rays.] 

* [*Les artisans courent les villes du matin au soir pour chercher pratique,’ Quetsuy, 
fymnMdes du cUoytn, Mars, 1767; in CEuvres, ed. Oncken, z8S6, p. 5S1.] 
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far surpasses that of the most beggarly nations in Europe. In the 
neighbourhood of Canton many hundred, it is commonly said, 
many thousand families have no habitation on the land, but live 
constantly in Uttlc fishing boats upon the rivers and canals. The 
subsistence which they find there is so scanty that they are eager to 
fish up the nastiest garbage thrown overboard from any European 
ship. Any carrion, the carcase of a dead dog or cat, for example, 
though half putrid and stinking, is as welcome to them as the most 
wholesome food to the people of other countries. Marriage is 
encouraged in China, not by the profitableness of children, but by 
the liberty of destroying them. In all great towns several arc every 
night exposed in the street, or drowned like puppies in the syater. 
The performance of this horrid office is even said to be the avowed 
business by which some people earn their subsistence.^ 

China is not going China, howcvcr, though it may perhaps stand still, 
keip seem to go badwards. Its towns are no- 

up their numbers, where dcscrted by their inhabitants. The lands 
which had once been cultivated are no-where neglected. The same 
or very nearly the same annual labour must therefore continue to be 
performed, and the funds destined for maintaining it must not, 
consequently, be sensibly diminished. The lowest class of labourers, 
therefore, notwithstanding their scanty subsistence, must some way 
or another make shift to continue their race so fiir as to keep up their 
usual numbers. 


1 [‘Ccpcndaiit quelquc sobre ct quclquc industrieux que soit Ic peuple dc la Chine, Ic 
grand nombre dc scs habitants y cause beaucoup dc mis^c. On cn voit de si pauvres, 
que nc pouvant foumir ^ Icurs enfants les aliments ndccssaircs, ils Ics exposent dans les 
rues, surtout lorsque les m^res tombent maladcs, ou quVlles manquent dc lait pour les 
nourrir, Ccs petits innocents sont condamn^s en qudque mani^re i la mort presque au 
mfiine instant qu’ils ont commence de vivre: ccla frappe dans les grandcs villcs, comme 
Peking, Canton; car dans les autres villcs 4 peine s*en aper^oit-on, 

*C’cst cc qui a portc les missionnaircs I entretenir dans ces endroits tths pcupl6, un 
nombre dc cat^histes, qui cn partagent entre cux tous les quartiers, ct les jparcourent 
torn les matins, pour procurer la g^ce du baptfime i une multitude d'enxants mori- 
bonds. 

*Dans la m6mc vue on a quelquefois gagnd dcs sages-femmes infidfelcs afin qu’dlcs 
permissent i dcs hllcs c^^tiennes de les suivre dans les difiiSrentes maisons ou eUb sont 
appcl^cs; car il arrive quelquefois que les Chinois sc trouvant hors d’etat dc nourrir uac 
nombreusc famille, engagent ces sages-femmes i ^touffer dans un bassin plcin d'eatt les 
petites fiUcs aussit6t qu’eSes sont n^s; ces chr^ennes ont soin de les baptiscr, et par ce 
moy<m ces tristes victimes dc rindigence dc Icurs parents trouvent la vie dtemdie dans 
ces mlmts eaux, qui Icur ravissent une vie courtc ct p^rissablc,*-~Du Halde, DescripUon 
giographique, historique, chronologique, politique et physique ie Vempire de k Chine et de k 
remit (hinmse, I735» tom. il, pp. 73. 74* The st^m^ in die M ehove that 
drowning babies is a special business is possibly founded on a mutrandation of 
*sage»%s^tes'.] 

W.N. I-B 
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^ In a declining would bc Otherwise in a country where the 

country this would funds destined for the maintenance of labour were 
not be the case. sensibly decaying. Every year die demand for ser- 
vants and labourers would, in all the different classes of employ- 
ments, be less than it had been the year before. Many who had been 
bred in the superior classes, not being able to find employirMcnt in 
their own business, would be glad to seek it in the lowest. The lowest 
class being not only overstocked with its own workmen, but\with 
the overflowings of all the other classes, the competition for employ- 
ment would bc so great in it, as to reduce the wages of labour to the 
most miserable and scanty subsistence of the labourer. Many would 
not be able to find employment even upon these hard terms, but 
would either starve, or be driven to seek a subsistence cither by 
begging, or by the perpetration perhaps of the greatest enormities. 
Want, famine, and mortality would immediately prevail in that 
class, and from thence extend themselves to all the superior classes, 
till the number of inhabitants in the country was reduced to what 
could easily bc maintained by the revenue and stock which remained 
in it, and which had escaped cither the tyranny or calamity which 
had destroyed the rest. This perhaps is nearly the present state of 
Bengal, and of some other of the EngUsh settlements in the East 
Indies. In a fertile country which had before been much depopu- 
lated, where subsistence, consequently, should not bc very difficult, 
and where, notwithstanding, three or four hundred thousand people 
die of hunger in one year, we may be assured that the funds destined 
for the maintenance of the labouring poor arc fast decaying. The 
difference between the genius of the British constitution which 
protects and governs North America, and that of the mercantile 
company which oppresses and domineers in the East Indies, cannot 
perhaps bc better illustrated than by the different sta# of those 


countries. 


The liberal reward of labour, therefore, as it is the necessary effect, 
so it is the natural symptom of increasing national wealth. The 
scanty maintenance of the labouring poor, on the other hand, is the 
natural symptom that things are at a stand, and their starving condi- 
tion that they are going fast backwards. 

In Great Britain Great Britain die wages of labour seem, in the 
wc^es are above the present times, to bc evidently more than what is 
lowest rate, predsdy necessary to enable the labourer to bring 

up a family. In order to satisfy ourselves upon this point it will not 
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be necessary to enter into any tc<Uous or doubtful calculation of 
what may be the lowest sum upon which it is possible to do this. 
There are many plain symptoms that the wages of labour arc no- 
where in this country regulated by this lowest rate which is consis- 
tent with common humanity. 

si^ (1) there is a First, in almost every part of Great Britain there is a 
distinction, even in the lowest species of labour, 
wages, between summer and winter wages. Summer wages 

are always highest. But on account of the extraordinary expence of 
fcwel, the maintenance of a family is most expensive in winter. 
Wages, therefore, being highest when this cxpcnce is lowest, it 
seems evident that they are not regulated by what is necessafy for 
this expence; but by the quantity and supposed value of the work. 
A labourer, it may be said indeed, ought to save part of his summer 
wages in order to defray his winter cxpence; and that through the 
whole year they do not exceed what is necessary to maintain his 
fiimily through the whole year. A slave, however, or one absolutely 
dependent on us for immediate subsistence, would not be treated in 
this manner. His daily subsistence would be proportioned to his 
daily necessities. 

{2) wages do not Secondly, the wages of labour do not in Great 
flu^ate with the Britain fluctuate with the price of provisiems. These 
price of provisions, cvcry-whcrc from year to year, frequently 

from month to month. But in many places the money price of 
labour remains uniformly the same sometimes for half a century 
together. If in these places, therefore, the labouring poor can main- 
tain their families in dear years, they must be at their ease in times of 
moderate plenty, and in affluence in those of extraordinary cheap- 
ness. The high price of provisions during these ten years past has not 
in many parts of the kingdom been accompanied widi any sensible 
rise in the money pice of labour. It has, indeed, in some; owing 
probably more to the increase of the demand for labour than to that 
of die price of povisions, 

(j) w(^es vary Thirdly, as the price of provisions varies more from 

^ of labour, so, on the 

of pmvakms. Other hand, die wages of labour vary more from 

place to place than die price of provisions. Hie prices of bread and 
butcher’s meat are generally the same or very nearly die same 
through the greater part of the united kingdom. These and most 
other dungs 'which are sold by retail, the way in which the labourite 



WAGES OP LABOUR 


84 


[bk. 1 


poor buy all things, are generally fully as cheap or cheaper in great 
towns than in the remoter parts of the country, for reasons which I 
shall have occasion to explain hereafter.^ But the wages of labour in 
a great town and its neighbourhood are frequently a fourth or a 
fifth part, twenty or five-and-twenty per cent, higher than at a few 
miles distance. Eighteen pence a day may be reckoned the coi|Lmon 
price of labour in London and its neighbourhood. At a few Wles 
distance it falls to fourteen and fifteen pence. Ten pence mav be 
reckoned its price in Edinburgh and its neighbourhood. At a \few 
miles distance it falls to eight pence, the usual price of comrhon 
labour through the greater part of the low country of Scotland, 
whew it varies a good deal less than in England.* Such a difference 
of prices, which it seems is not always sufficient to transport a man 
from one parish to another, would necessarily occasion so great a 
transportation of the most bulky commodities, not only from one 
parish to another, but from one end of the kingdom, jdmost from 
one end of the world to the other, as would soon reduce them more 
nearly to a level. After all that has been said of the levity and incon- 
stancy of human nature, it appears evidently from experience that a 
man is of all sorts of luggage the most difficult to be transported. If 
the labouring poor, therefore, can maintain their families in those 
parts of the kingdom where the price of labour is lowest, they must 
be in affluence where it is highest. 

end (4) frequently Fourthly, the variations in the price of labour not 
wi^es and the price only do not correspond cither in place or time with 
“ the price of provisions, but they are 
tiom, at grain is frequently quite opposite. 

Grain, the food of the common people, is dearer 
Boland than in in Scotland than in England, whence Scotland 
ScotUmd; receives almost every year very large supplies. But 

Et^lish com must be sold dearer in Scotland, the cotmtry to which 
it is brought, than in England, the country from which it comes; and 
in proportion to its quality it cannot be sold dearer in Scoihuad than 
the Scoudr com that comes to the same market in competition with 
it. The quality of grain depends chiefly upon the quantity of flour 
or meal which it yields at &e null, and in this respect &ig]ish grain 
is so much superior to the Scotch, that, though often dearer in 


1 [Below, p. 136 . J 

* [The diiG^ence between England and Scotland in this respect is attributed to the 
English law of setdement below, p. 157.] 
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appearance, or in proportion to the measure of its bulk, it is generally 
cheaper in reality, or in proportion to its quality, or even to the 
measure of its weight. The price of labour, on the contrary, is dearer 
in England than in Scotland. If the labouring poor, therefore, can 
maintain their families in the one part of the united kingdom, they 
must be in affluence in the other. Oatmeal indeed supphes the com- 
mon people in Scotland with the greatest and the best part of their 
food, which is in general much inferior to that of their neighbours 
of the same rank in England.^ This difference, however, in the mode 
of their subsistence is not the cause, but the effect of the difference 
in their wages; though, by a strange misapprehension, I have 
frequently heard it represented as the cause. It is not because#one 
man keeps a coach while his neighbour walks a-foot, that the one 
is rich and the other poor; but because the one is rich he keeps a 
coach, and because the other is poor he walks a-foot. 
and in last century During the course of the last century, taking one 
^ another, grain was dearer in both parts 

lower than in this; of the united kingdom than during that of the pres- 
ent. This is a matter of fact which cannot now admit of any reason- 
able doubt; and the proof of it is, if possible, still more decisive with 
regard to Scotland than witli regard to England. It is in Scotland 
supported by the evidence of the public fiars, annual valuations 
made upon oath, according to the actual state of the markets, of all 
the different sorts of grain in every different county of Scotland. If 
such direct proof could require any collateral evidence to confirm 
it, I would observe that this has Ukewise been the case in France, and 
probably in most other parts of Europe. With regard to France there 
is the clearest proof.* But though it is certain that in both parts of the 
united kingdom grain was somewhat dearer in the last century than 
in the present, it is equally certain that labour was much cheaper. If 
the labouring poor, therefore, could bring up their families then, 
they must be much more at their ease now. In the last caitury, the 
most usual day-wages of common labour through the greater part 
of Scotland were sixpence in summer and five-pence in winter. 
Three shillings a week, the same price very nearly, still continues 
to be paid m some parts of the Highlands and Western Islands. 
Through the greater part of the low country the most usual wages of 
common labour are now eight-pence a day; ten-pence, sometimes 


^ [The inferiority of oatmeal is again insisted on below, p. xyp.} 
^ [Authorities are quoted below, p. 266.} 
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a shilling about Edinburgh, in the counties which border upon 
England, probably on account of that neighbourhood, and in a few 
other places where there has lately been a considerable rise in the 
demand for labour, about Glasgow, Carron, Ayr-shire, &c. In 
England the improvements of agriculture, manufactures and com- 
merce began much earlier than in Scotland. The demand for labour, 
and consequently its price, must necessarily have increased^ with 
those improvements. In the last century, accordingly, as well\as in 
the present, the wages of labour were higher in England th^ in 
Scotland, They have risen too considerably since that time, though, 
on account of the greater variety of wages paid there in diffeibent 
plaags, it is more difficult to ascertain how much. In 1614, the pay 
of a foot soldier was the same as in the present times, eight pence a 
day.^ When it was first established it would naturally be regulated 
by the usual wages of common labourers, the rank of people from 
which foot soldiers are commonly drawn. Lord Chief Justice 
Hales, 2 who wrote in the time of Charles II. computes the necessary 
cxpence of a labourer’s family, consisting of six persons, the father 
and mother, two children able to do something, and two not able, at 
ten shillings a week, or twenty-six pounds a year. If they cannot earn 
this by their labour, they must make it up, he supposes, either by 
beggii^ or stealing. He appears to have enquired very carefully into 
this subject.® In 1688, Mr. Gregory King, whose skill in poUtical 
arithmetic is so much extolled by Doctor Davenant,^ computed the 
ordinary income of labourers and out-servants to be fifteen pounds 
a year to a family, which he supposed to consist, one with another, 
of three and a half persons.® His calculation, therefore, though 
different in appearance, corresponds very nearly at bottom with that 
of judge Hales. Both suppose the weekly expence of such families 
to be about twenty pence a head. Both the pecuniary income and 
expence of such families have increased considerably since that time 
through the greater part of the kingdom; in some places more, and 

^ [Hume, History, cd. of 1773, vol. vi., p. 178, quoting Rymer*s Foedera, tom. xvi., 
p. 717. This was for service in Germany.] 

* [Sir Matthew Hale.] 

* See his scheme for the maintenance of the Poor, in Bum’s History of the Poor- 
laws. [This note appears first in ed. 2. Hale’s Discourse Touching Provision for the Poor 
was printed in 1683. It contains no internal evidence of the caref^ inquiry attributed to 
it above.] 

* [Davenant, Essay upon the prohabk Methods of Making a People Gaitters in the Balance 
of Trade, 16^, pp. 15, 16; in Works, ed. Whitworth, vol, ii., p. 175.] 

* (Scheme D in Davenant, Balance of Trade, in Works Schme B, vd. ii., p. 184. 
See below, p. ai8, note.] 
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in some less; though perhaps scarce any where so much as some 
exaggerated accoimts of the present wages of labour have lately 
represented them to the public. The price of labour, it must be 
observed, cannot be ascertained very accurately any where, diflferent 
prices being often paid at the same place and for the same sort of 
labour, not only according to the different abilities of the workmen, 
but according to the easiness or hardness of the masters. Where 
wages arc not regulated by law, all that we can pretend to determine 
is what are the most usual; and experience seems to show that law 
can never regulate them properly, though it has often pretended 
to do so, 

while other neces- The real rccompcncc of labour, the real quantity 
We also necessaries and conveniencies of life which 

become cheaper. it can procure to the labourer, has, during the course 
of the present century, increased perhaps in a still greater propor- 
tion than its money price. Not only grain has become somewhat 
cheaper, but many other things, from which the industrious poor 
derive an agreeable and wholesome variety of food, have become 
a great deal cheaper. Potatoes, for example, do not at present, 
through the greater part of the kingdom, cost half the price which 
they used to do thirty or forty years ago. The same thing may be 
said of turnips, carrots, cabbages; things which were formerly never 
raised but by the spade, but which are now commonly raised by the 
plough. All sort of garden stuff too has become cheaper. The greater 
part of the apples and even of the onions consumed in Great Britain 
were in the last century imported from Flanders. The great improve- 
ments in the coarser manufactures of both linen and woollen doth 
furnish the labourers with cheaper and better cloathing; and those 
in the manufactures of the coarser metals, with cheaper and better 
instruments of trade, as well as with many agreeable and convenient 
pieces of houshold furniture. Soap, salt, candles, leather, and fer- 
mented liquors, have, indeed, become a good deal dearer; chiefly 
from the taxes which have been laid upon them. The quantity of 
these, however, which the labouring poor are under any necessity 
of consuming, is so very small, that the increase in their price does 
not compensate the diminution in that of so many other things. The 
common complaint that luxury extends itself even to the lowest 
ranks of the people, and that the labouring poor will not now be 
contented with the same food, doathing and lodging 
satisfied them in former times, may convince us that it is not Ac 
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money price of labour only, but its real recompence, which has 
augmented. 


High earnings of Is this improvement in the circumstances of the 
^^v^iagetothe lower ranks of the people to be regarded as an 

society, advantage or as an inconveniency to the society?^ 

The answer seems at first sight abundantly plain. Servants, labourers 
and workmen of different kinds, make up the far greater pkrt of 
every great political society. But what improves the circumstmees 
of the greater part can never be regarded as an inconveniency ti> the 
whole. No society can surely be flourishing and happy, of which the 
far greater part of the members are poor and miserable. It is out 
cquiiy, besides, that they who feed, cloath and lodge the whole body 
of the people, should have such a share of the produce of their own 
labour as to be themselves tolerably well fed, cloathed and lodged. 
Poverty does not Poverty, though it no doubt discourages, does not 
prevent births, always prevent marriage. It seems even to be fav- 
oturable to generation. A half-starved Highland woman frequently 
bears more than twenty children, while a pampered fine lady is 
often incapable of bearing any, and is generally exhausted by two 
or three. Barrenness, so frequent among women of fashion, is very 
rare among those of inferior station. Luxury in the fair sex, while it 
inflames perhaps the passion for enjoyment, seems always to weaken 
and frequently to destroy altogether, the powers of generation. 
but U wtfavourabk ® poverty, though it does not prevent the genera- 
to the rearing of tion, is extremely unfavourable to the rearing of 
children, children. The tender plant is produced, but in so 

cold a soil, and so severe a climate, soon withers and dies. It is not 
uncommon, I have been frequently told, in the Highlands of Scot- 
land for a mother who has borne twenty children not t^have two 
alive. Several officers of great experience have assured me, that so 
fiu: from recruiting their regiment, they have never been able to 
supply it with drums and fifes from all the soldiers children that 
were bom in it. A greater number of fine children, however, is 
seldom seen any where than about a barrack of soldiers. Very few 
of them, it seems, arrive at the age of thirteen or fourteen. In some 
places one half the children bom die before they are four years of 


^ (Berkeley, Querist, 5th ed., X752, qu. 2, asks Vhether a people can be called poor 
whm the common sort are well fed, clothed and lodged*. Hume, *On Commerce/ 
says: *The greatness of a state and the happiness of its subjects, however independent 
they may he supposed In some respects, are commonly allowed to be insqiarable with 
regard to commerce.’— PehVira/ Discourses, 173a, p. 4.] 
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age; in many places before they are seven; and in almost all places 
before they are nine or ten. This great mortality, however, will 
every where be found chiefly among the children of the common 
people, who cannot afford to tend them with the same care as those 
of better station. Though their marriages are generally more fruitful 
than those of people of fashion, a smaller proportion of their 
children arrive at maturity. In foundling hospitals, and among the 
children brought up by parish charities, the mortality is still greater 
than among those of the common people. 

and so restrains Every specics of animals naturally multiplies in pro- 
multiplication, portion to the means of their subsistence, and no 
species can ever multiply beyond it. But in civilized sodetj^it is 
only among the inferior ranks of people that the scantiness of sub- 
sistence can set limits to the further multiplification of the human 
species; and it can do so in no other way than by destroying a great 
part of the children which their fruitful marriages produce. 
white the liberal liberal reward of labour, by enabling them to 

reward of labour provide better for their children, and consequently 

encourages tt, bring up a greater number, naturally tends to 

widen and extend those limits. It deserves to be remarked too, that 
it necessarily does this as nearly as possible in the proportion which 
the demand for labour requires.^ If this demand is continually in- 
creasing, the reward of labour must necessarily encourage in such a 
manner the marriage and multiplication of labourers, as may enable 
them to supply that continually increasing demand by a continually 
increasing population. If the reward^ should at any time be less than 
what was requisite for this purpose, the deficiency of hands would 
soon raise it; and if it should at any time be more, their excessive 
multiplification would soon lower it to this necessary rate. The 
market would be so much imder-stocked with labour in the one 
case, and so much over-stocked in the other, as would soon force 
back its price to that proper rate which the circumstances of the 
society required. It is in this manner that the demand for men, like 
that for any other commodity, necessarily regulates the production 
of men; quickens it when it goes on too slowly, and stops it when it 
advances too fast. It is this demand which regulates and determines 
the state of propagation in all the diflTcrent countries of the worid, 


^ [Cantillon, Essai, pt. i., ch. ix., title, 'Le nombre de laboureurs, artisans et avtttes qui 
travaillent dans un dtat se proportiotme naturdllement au besoin qu*on en a.'J 
• [Bd, t reads ‘lfit\] 
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in North America^ in Europe, and in China; which renders it 
rapidly progressive in the first, slow and gradual in the second, and 
altogether stationary in the last.^ 

The wear and tear® of a slave, it has been said, is at 
the expcnce of his master; but that of a free servant 
is at his own expence. The wear and tear pf the 
latter, however, is, in reality, as much at tHe ex- 
pence of his master as that of the former. The wages 
paid to journeymen and servants of every kind must be such as\may 
enable them, one with another, to continue the race of journeymen 
and servants, according as the increasing, diminishing, or stationary 
demsind of the society may happen to require. But though the wear 
and tear of a free servant be equally at the expence of his master, 
it generally costs him much less than that of a slave. The fund 
destined for replacing or repairing, if I may say so, the wear and 
tear of the slave, is commonly managed by a neghgent master or 
careless overseer. That destined for performing the same office with 
regard to the free man, is managed by the free man himself The 
disorders which generally prevail in the oeconomy of the rich, 
naturally introduce themselves into the management of the former: 
The strict frugality and parsimonious attention of the poor as 
naturally establish themselves in that of the latter. Under such dif- 
ferent management, the same purpose must require very different 
degrees of expence to execute it. It appears, accordingly, from the 
experience of all ages and nations, I bcUevc, that the work done by 
freemen comes cheaper in the end than that performed by slaves. 
It is found to do so even at Boston, New York, and Philadelphia, 
where the wages of common labour arc so very high. 

High wages in- The liberal reward of labour, therefore,^ it is the 

crease population, effect of increasing wealth, so it is the cause of in- 
creasing population. To complain of it, is to lament over the 
necessary effect and cause of the greatest public prosperity. 

The progressive dcscrvcs to bc remarked perhaps, that it is in the 

state is the best for progressive State, while the society is advancing to 
the further acquisition, rather than when it has 


the labouring poor. 


^ (Berkeley, Querist, qu. 62, asks ‘whether a country inhabited by people well fed. 
clo^d and lodged would not become every day more populous? And whether a 
numerous stock of people in such circumstances would not constitute a flourishing 
nation?’] 

* [Ed. 1 reads ‘tear and wear* here and in the three other cases where the phrase is 
used on this page.] 
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acquired its full complement of riches, that the condition of the 
labouring poor, of the great body of the people, seems to be the 
happiest and the most comfortable. It is hard in the stationary, and 
miserable in the declining state. The progressive state is in reality 
the cheerful and the hearty state to all the different orders of the 
society. The stationary is duU; the declining melancholy. 

High wages The liberal reward of labour, as it encourages the 

encourage industry, propagation, SO it increases the industry of the 
common people. The wages of labour are the encouragement of 
industry, which, like every other human quality, improves in pro- 
portion to the encouragement it receives. A plentiful subsistence 
increases the bodily strength of the labourer, and the comfatftable 
hope of bettering his condition, and of ending his days perhaps in 
case and plenty, animates him to exert that strength to the utmost. 
Where wages are high, accordingly, we shall always find the work- 
men more active, diligent, and expeditious, than where they are 
low; in England, for example, than in Scotland; in the neighbour- 
hood of great towns, than in remote country places. Some work- 
men, indeed, when they can earn in four days what will maintain 
them through the week, will be idle the other three. This, however, 
is by no means the case with the greater part.^ Workmen, on the 
contrary, when they are liberally paid by the piece, are very apt to 
over-work themselves, and to ruin their health and constitution in 
a few years. A carpenter in London, and in some other places, is not 
supposed to last in his utmost vigour above eight years. Something 
of the same kind happens in many other trades, in which the work- 
men arc paid by the piece; as they generally arc in manufecturcs, 
and even in country labour, wherever wages are higher than 
ordinary. Almost every class of artificers is subject to some peculiar 
infirmity occasioned by excessive application to their peculiar species 
of work. Ramuzzini, an eminent Italian physician, has written a 
particular book concerning such diseases.* We do not reckon our 
soldiers the most industrious set of people among us. Yet when 
soldiers have been employed in some particular sorts of work, and 
liberally paid by the piece, their officers have frequently been 
obliged to stipulate wiA the undertaker, that they should not be 
allowed to cam above a certain sum every day, according to the 


^ [This is a more favourable view than that taken in Lectures, jp. 257.] 

^ [De morbis arttfiam dUtriha, 1700, translated into English (A Treatise on the Diseases 
of Tradesmen) by R. James, 1746.] 
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rate at which they were paid. Till this stipulation was made, mutual 
emulation and the desire of greater gain, frequently prompted them 
to over-work themselves, and to hurt their health by excessive 
labour. Excessive application during four days of the week, is fre- 
quently the real cause of the idleness of the other three, so much 
and so loudly complained of. Great labour, either of mind or body, 
continued for several days together, is in most men naturall})i fol- 
lowed by a great desire of relaxation, wliich, if not restrained by 
force or by some strong necessity, is almost irresistible. It is the\call 
of nature, which requires to be relieved by some indulgence, soil(ie- 
times of case only, but sometimes too of dissipation and diversion. 
If it not complied with, the consequences arc often dangerous, 
and sometimes fatal, and such as almost always, sooner or later, 
bring on the peculiar infirmity of the trade. If masters would 
always listen to the dictates of reason and humanity, they have 
fircquently occasion rather to moderate, than to animate the applica- 
tion of many of their workmen. It will be found, I believe, in every 
sort of trade, that the man who works so moderately, as to be able 
to work constantly, not only preserves his health the longest, 
but, in the course of the year, executes the greatest quantity of 
work. 

The opinion that In cheap years, it is pretended, workmen are gener- 
^(^mge^idle^s is more idle, and in dear ones more industrious 

erroneous, than ordinary. A plentiful subsistence therefore, it 

has been concluded, relaxes, and a scanty one quickens their in- 
dustry. That a litdc more plenty than ordinary may render some 
workmen idle, cannot well be doubted; but that it should have this 
effect upon the greater part, or that men in general should work 
better when they are ill fed than when they are well i^jd, when 
they arc disheartened than when they arc in good spirits, when they 
are frequently sick than when they are generally in good health, 
seems not very probable. Years of dearth, it is to be observed, 
are generally among the common people years of sickness and 
mortality, which cannot fail to diminish the produce of their 
industry. 

Wages are high in In years of plenty, servants frequently leave their 
cheap years, masters, and trust their subristcncc to what they can 
make by their own industry. But the same cheapness of provisions, 
by increasing the fund which is destined for the maintenance of 
servants, encourages masters, farmers especially, to employ a greater 
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number. Farmers upon such occasions expect more profit from their 
com by maintaining a few more labouring servants, than by selling 
it at a low price in the market. The demand for servants increases, 
while the number of those who offer to supply that demand 
diminishes. The price of labour, therefore, frequently rises in cheap 
years. 

and low in dear In years of scarcity, the difficulty and uncertainty of 
subsistence make all such people eager to return to 
service. But the high price of provisions, by diminishing the funds 
destined for the maintenance of servants, disposes masters rather to 
diminish than to increase the number of those they have. In dear 
years too, poor independent workmen frequently consume thirtittle 
stocks with which they had used to supply themselves with the 
materials of their work, and are obliged to become journeymen for 
subsistence. More people want employment than can easily get it; 
many are willing to take it upon lower terms than ordinary, and 
the wages of both servants and journeymen frequently sink in dear 
years. 

so that masters Masters of all sorts, therefore, frequently make 

commend dear better bargains with their servants in dear than in 

cheap years, and find them more humble and 
dependent in the former than in the latter. Tlxey naturally, there- 
fore, commend the former as more favourable to industry. Land- 
lords and farmers, besides, two of the largest classes of masters, have 
another reason for being pleased with dear years. The rents of the 
one and the profits of the other depend very much upon the price 
of provisions. Nothing can be more absurd, however, than to 
imagine that men in general should work less when they work for 
themselves, than when they work for other people. A poor inde- 
pendent workman will generally be more industrious than even a 
journeyman who works by the piece. The one enjoys the whole 
produce of his own industry; the other shares it with his master. 
The one, in his separate independent state, is less liable to the 
temptations of bad company, which in large manufactories so fre- 
quently ruin the morals of the other. The superiority of the inde- 
pendent workman over those servants who are hired by the month 
or by the year, and whose wages and maintenance are the same 
whether they do much or do Htde, is likely to be stiU greater. Cheap 
years tend to increase the proportion of independent workmen to 
journeymen and servants of all kinds, and dear years to ditninidi it. 
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Messance shows A French author of great knowledge and ingenuity, 
that m s<^ French ^ Messance, receiver of the tailles^ in the election 
is produced in cheap oi St. Etienne, endeavours to show that the poor do 
years, more Work in cheap than in dear years, by com- 

paring the quantity and value of the goods made upon those dif- 
ferent occasions in three different manufactures; one of icoarse 
woollens carried on at Elbeuf; one of linen, and another of silk\ both 
which extend through the whole generality of Rouen. ^ It appears 
from his account, which is copied from the registers of the public 
offices, that the quantity and value of the goods made in all tl^ose 
three manufactures has generally been greater in cheap than in dear 
ycaAf and that it has always been greatest in the cheapest, and least 
in the dearest years. All the three seem to be stationary manu- 
factures, or which, though their produce may vary somewhat 
from year to year, upon the whole neither going backwards nor 
forwards. 

No connexion is The manufacture of linen in Scotland, and that of 

visible between dear-- coarsc wooUcns in the west riding of Yorkshire, are 
ness or cheapness of . ^ r i • i i i • 

the years and the growmg manuxacturcs, ot which the produce is 

variations m Scotch generally, though with some variations, increasing 

shire woollen manu- both m quantity and value. Upon exaniimng, how- 

ever, the accounts which have been published of 

their annual produce, I have not been able to observe that its 

variations have had any sensible connection with the dearness or 

cheapness of the seasons. In 1740, a year of great scarcity, both 

manufactures, indeed, appear to have declined very considerably. 

But in 1756, another year of great scarcity, the Scotch manufacture 

made more than ordinary advances. The Yorkshire manufacture, 

indeed, declined, and its produce did not rise to what it l^^d been in 

1755 till 1766, after the repeal of the American stamp act. In that 

and the following year it greatly exceeded what it had ever been 

before, and it has continued to advance* ever since. 

The produce de- The produce of all great manufactures for distant 

pends on other dr- j^le must necessarily depend, not so much upon the 

more of it escapes dcamess or cheapness of the seasons m the countnes 


^ [Misprinted 'taillies* in eds. 3-5.] 

* [Recherches sue la population des ghUraUtis d*Auvergne, de Lyon, de Rouen, et de 
piques provinces et villes du royaume, avec des reflexions sur la valeur du bled font en 
Prance qu*en Angleterre, depuis 1674 jnsqu*en 1764, par M. Messance, receveur des tallies 
deT^le^on de Saint-Edenne, 1766, pp. 287-292, 305-308.] 

* [Bd. I reads ’continued to do so*.] 
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being reckoned in whcrc they arc Carried on, as upon the circum- 
cheap years. Stances which affect the demand in the countries 

where they are consumed; upon peace or war, upon the prosperity 
or declension of other rival manufecturcs, and upon the good or bad 
humour of their principal customers. A great part of the extra- 
ordinary work, besides, which is probably done in cheap years, 
never enters the public registers of manufactures. The men servants 
who leave their masters become independent labourers. The women 
return to their parents, and commonly spin in order to make cloaths 
for themselves and their families. Even the independent workmen 
do not always work for public sale, but are employed by some of 
their neighbours in manufactures for family use. The prodwce of 
their labour, therefore, frequently makes no figure in those public 
registers of which the records arc sometimes published with so much 
parade, and from which our merchants and manufacturers would 
often vainly pretend to announce the prosperity or declension of the 
greatest empires. 

There is, however. Though the Variations in the price of labour, not 

aconnexionhetween always correspond with those in the 

the price of labour . r • • i i 

and that of pro- ipticc ot provisions, but are trcquently quite oppo- 
visiom. must not, upon this account, imagine that 

the price of provisions has no influence upon that of labour. The 
money price of labour is necessarily regulated by two circum- 
stances; the demand for labour, and the price of the necessaries and 
conveniencies of Hfe. The demand for labour, according as it happens 
to be increasing, stationary, or declining, or to require an in- 
creasing, stationary, or declining population, determines the quan- 
tity of the necessaries and conveniencies of life which must be given 
to the labourer; and the money price of labour is determined by 
what is requisite for purchasing this quantity. Though the money 
price of labour, therefore, is sometimes high where the price of 
provisions is low, it would be still higher, the demand continuing 
the same, if the price of provisions was high. 

It is because the demand for labour increases in years of sudden 
and extraordinary plenty, and diminishes in those of sudden and 
extraordinary scarcity, that the money price of labour sometimes 
rises in the one, and sinks in the other. 

In years of plenty ^ suddcn and extraordinary plenty, there 

there is a greater arc funds in the hands of many of the employers 
denumdfor labour, industry, sufficient to maintain and employ a 
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greater number of industrious people than had been employed the 
year before; and this extraordinary number cannot always be had. 
Those masters, therefore, who want more workmen, bid against 
one another, in order to get them, which sometimes raises bodi the 
real and the money price of their labour. 

and in years of contrary of this happens in a year of siidden 

scarcity a less and extraordinary scarcity. The funds destined for 

demand, employing industry are less than they had been the 

year before. A considerable number of people are thrown o^t of 
employment, who bid against one another, in order to get it, which 
sometimes lowers both the real and the money price of labour. In 
I74d^a year of extraordinary scarcity, many people were willing 
to work for bare subsistence. In the succeeding years of plenty, it 
was more difficult to get labourers and servants. 
and the effect of The scarcity of a dear year, by diminishing the 

variations in th demand for labour, tends to lower its price, as the 

pnce of provisions is , . , . - . . , . . , 

thus counter- high pncc ot provisions tends to raise it. The plenty 

balanced. q£ ^ cheap year, on the contrary, by increasing the 

demand, tends to raise the price of labour, as the cheapness of pro- 
visions tends to lower it. In the ordinary variations of the price of 
provisions, those two opposite causes seem to counterbalance one 
another; which is probably in part the reason why the wages of 
labour are every-whcre so much more steady and permanent than 
the price of provisions. 

Increase of wages The increase in the wages of labour necessarily 

increases prices, but increases the price of many commodities, by in- 
the cause of tn- . - ^ , .1/. 

creased wages tends creasmg that part oi It which resolves itsclt mto 

to diminish prices, wages, and SO far tends to diminish their consump- 
tion both at home and abroad. The same cause, howejfcr, which 
raises the wages of labour, the increase of stock, tends to increase its 
productive powers, and to naake a smaller quantity of labour pro- 
duce a greater quantity of work. The owner of the stock which 
employs a great number of labourers, necessarily endeavours, for 
his own advantage, to make such a proper division and distribution 
of employment, that they may be enabled to produce the greatest 
quantity of work possible. For die same reason, he endeavours to 
supply them with the best machinery which cither he or they can 
diink of. What takes place among the labourers in a particular 
workhouse^ takes place, for the same reason, among those of a great 
society. The greater their number, the more they naturally divide 
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themselves into different classes and subdivisions of employment. 
More heads are occupied in inventing the most proper machinery 
for executing the work of each, and it is, therefore, more likely to 
be invented. There are many commodities, therefore, which, in con- 
sequence of these improvements, come to be produced by so much 
less labour than before, that the increase of its price is more than 
compensated by the diminution of its quantity.^ 


^ [Ed. I reads ‘that the increase of its price does not compensate the diminution of its 
quantity’. The meaning is that the increase in the amount paid for a given quantity of 
labour is more than counterbalanced by the diminution in the quantity required. 
The statement is repeated below, p. 269.] 



CHAPTER IX 


Of the Profits of Stock 


The rise and fall in the profits of stock depend ujion 
the same causes with the rise and fall in the wages 
of labour, the increasing or declining state of the 
wealth of the society; but those causes affect the one and the other 
very differently. 


Profits depend on 
increase and de- 
crease^if wealth. 


falling with the The increase of stock, which raises wages, tends to 
increase of wealth, lower profit. When the stocks of many rich mer- 
chants are turned into the same trade, their mutual competition 
naturally tends to lower its profit; and when there is a like in- 


crease of stock in all the different trades carried on in the same 


society, the same competition must produce the same effect in them 
all.i 


The rate is difficult It is not easy, it has already been observed, to ascer- 
to ascertain, what are the average wages of labour even in a 

particular place, and at a particular time. We can, even in this case, 
seldom determine more than what are the most usual wages. But 
even this can seldom be done with regard to the profits of stock. 
Profit is so very fluctuating, that the person who carries on a parti- 
cular trade cannot always tell you himself what is the average of his 
annual profit. It is affected, not only by every variation t)f price in 
the commodities which he deals in, but by the good or bad fortune 
both of his rivals and of his customers, and by a thousand other 
aeddmts to which goods when carried either by sea or by land, or 
even when stored in a warehouse, are liable. It varies, therefore, not 
only from year to year, but from day to day, and almost firom hour 
to hour. To ascertain what is the average profit of all the different 
trades carried on in a great kingdom, must be much more difficult; 


^ [This statement is somewhat amplified below, p. 375, where the increasing 
intensity of the competition between the owners of capital is attributed to the 
gradually increasing d^culty of finding *a profitable method of employing any new 
capital'.] 
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and to judge of what it may have been formerly, or in remote 
periods of time, with any degree of precision, must be altogether 
impossible. 

but may be inferred though it may be impossible to determine with 
from the rate of any degree of precision, what are or were the 

interest, average profits of stock, either in the present, or in 

ancient times, some notion may be formed of them from the 
interest of money.^ It may be laid down as a maxim, that wherever 
a great deal can be made by the use of money, a great deal will 
commonly be given for the use of it; and that wherever little can 
be made by it, less will commonly be given for it.^ According, 
therefore, as the usual market rate of interest varies in any cotftitry, 
we may be assured that the ordinary profits of stock must vary 
with it, must sink as it sinks, and rise as it rises. The progress of 
interest, therefore, may lead us to form some notion of the progress 
of profit. 

which has fallen in By the 37th of Henry VIII.® all interest above ten 
England, declared unlawful. More, it seems, 

had sometimes been taken before that. In the reign of Edward VI, 
religious zeal prohibited all interest.* This prohibition, however, like 
all others of the same kind, is said to have produced no effect, and 
probably rather increased than diminished the evil of usury. The 
statute of Henry VIII. was revived by the 13 th of EUzabeth, cap. 8,® 
and ten per cent, continued to be the legal rate of interest till the 
2Tst of James I.* when it was restricted to eight per cent. It was 

^ [Defined above, p. 59.] 

* [But that interest will not always bear the same proportion to profit is recognised 
below, pp. 108, 109.] 

* [C. 9, ‘an act against usury*. On the ground that previous Acts and laws had been 
obscure it repeals them aU, and prohibits the repurchase of goods sold within three 
months before, and the obtaining by any device more than 10 per cent, per annum for 
forbearing payment of money. Its real effect was to legalise interest up to 10 per cent] 

^ [5 & 6 Ed. VI., c. 20, forbade all interest, and repealed 37 Hen. VIII., c. 9. alleging 
in its preamble that that Act was not intended to allow usury, as ‘divers persons blinded 
with inordinate love of themselves’ imagined, but was intended against all usury, ‘and 
yet nevertheless the same was by the said act permitted for the avoiding of a more ill 
and inconvenience that before that time was used’.] 

* [On the ground that 5 & d Ed, VI., c. 20, ‘ham not done so much good as was 
hoped it shoiSd but rather the said vice of usury and especially by way of sale of wares 
and shifts of interest hath much more exceedingly abounded to the utter undoing of 
many gentlemen, merchants, occupiers and others*.] 

* [C. 17, whidh alleges that the fall of prices which had taken place made die main- 
tenance of ‘so high a rate* as 10 per cent, prejudicial to agriculture and commer^, and 
therefore reduces the maximum to 8 per cent, for the future. It concludes wiA the 
very empty proviso that ‘no words in this law contained shall be construed or ex- 
pounded to allow the practice of usury in point of religion or conscicnce’,| 
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reduced to six per cent, soon after the restoration,^ and by the 
1 2th of Queen Anne,^ to five per cent. All these different statutory 
regulations seem to have been made with great propriety. They 
seem to have followed and not to have gone before the market rate 
of interest, or the rate at which people of good credit usually bor- 
rowed. Since the time of Queen Anne, five per cent, seems tq[ have 
been rather above than below the market rate. Before the late War,® 
the government borrowed at three per cent.;* and people of good 
credit in the capital, and in many other parts of the kingdom, at 
three and a half, four, and four and a half per cent. 
while wealth has Since the time of Henry VIII. the wealth ind 
been leasing. revenue of the country have been continually 
advancing, and, in the course of their progress, their pace seems 
rather to have been gradually accelerated than retarded. They seem, 
not only to have been going on, but to have been going on faster 
and faster.® The wages of labour have been continually increasing 
during the same period, and in the greater part of the different 
branches of trade and manufactures the profits of stock have been 
diminishing. 


^ [It had already been so reduced by a Commonwealth Act of Parliament, passed in 
August, 1651, which adopts the reasons given by 21 Jac. I., c. 17. But of course this, 
like other Acts of the Commonwealth, had to be ignored by the Restoration Parlia- 
ment, which, by 12 Car. IL, c. 13, re-made the reduction on the grounds that the 
abatement of interest from 10 per cent. *in former times hath been found by notable 
experience beneficial to the advancement of trade and improvement of lands by good 
husbandry, with many other considerable advantages to this nation, especially the 
reducing of it to a nearer proportion with foreign states with whom we traffic,’ and 
because 'in fresh memory the like fall from eight to six in the hundred by a late 
constant practice hath found the like success to the general contentment of this nation 
as is visible by several improvements,* while ‘it is the endeavour of some at present to 
reduce it back again in practice to the allowance of the statute still in force to eight in 
the htmdred to the great discouragement of ingenuity and industry in the husbandry 
trade and commerce of this nation.*] ^ 

* [By 12 Ann. st. 2, c. 16, which speaks of the benefit to trade and agriculture result- 
ing fiom the earlier reductions, of the burdens which the war had laid on landowners, 
and of the decay of foreign trade owing to the high interest and profit of money at 
home, which things made it ‘absolutely necessary to reduce the high rate of interest* 
to a nearer proportion with the interest allowed in foreign states.] 

* [That of I 75 f 5 -i 763 .] 

* [Holders of 4. per cent, annuities who declined to accept in exchange new stock 
bearing interest for some years at 3^ and afterwards at 3 per cent, were paid off by 
means of money raised by a 3 per cent, loan in 1750. Sec Sinclair, History of the Public 
Revenue, 17S5, pt. ii., p. IIB- From that time till the beginning of 1755 the 3 per cents, 
were usually above par. llien they gradtsally sank to 63 in January, 1762; rose to 
96 in March, 1763; again to 80 in October, 1764; after that they were seldom 
above 90 before the publication of the Wealth of Nations (Sinclair, op. c/t., pt. iii., 1790, 
Appendix iii.). The policy of a legal regulation of interest is discussed Mow, 
pp. 379* 380.] 

* [Below, pp. 365, 366.] 
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ProJits are lower in It generally requires a greater stock to carry on any 

towns, where there q{ trade in a great town than in a country 

ts much stock, than .n rt-.i i i i • it 

in the country. Village. The great stocks employed m every branch 

where there is little. trade, and the number of rich competitors, 

generally reduce the rate of profit in the former below what it is in 

the latter. But the wages of labour are generally higher in a great 

town than in a country village. In a thriving town the people who 

have great stocks to employ, frequently cannot get the number of 

workmen they want, and therefore bid against one another in order 

to get as many as they can, which raises the wages of labour, and 

lowers the profits of stock. In the remote parts of the country there 

is frequently not stock sufficient to employ all the people, ^ho 

therefore bid against one another in order to get employment, 

which lowers the wages of labour, and raises the profits of stock. 

Interest is higher in In Scotland, though the legal rate of interest is the 

“ England, the market rate is rather higher. 

England. People of the best credit there seldom borrow under 

five per cent. Even private bankers in Edinburgh give four per cent. 

upon their promissory notes, of which payment either in whole or 

in part may be demanded at pleasure. Private bankers in London 

give no interest for the money which is deposited with them. There 

arc few trades which cannot be carried on with a smaller stock in 

Scotland than in England. The common rate of profit, therefore, 

must be somewhat greater. The wages of labour, it has already been 

observed, arc lower in Scotland than in England.^ The country too 

is not only much poorer, but the steps by which it advances to a 

better condition, for it is evidently advancing, seem to be much 

slower and more tardy.* 

So too in France, The legal rate of interest in France lias not, during 
course of the present century, been always 
England, regulated by the market rate,® In 1720 interest was 

reduced from the twentieth to the fiftieth penny, or from five to 
two per cent. In 1724 it was raised to the thirtieth penny, or to 
3 J per cent. In 1725 it was again raised to the twentieth penny, or 
to five per cent. In 1766, during the administration of Mr. Laverdy, 
it was reduced to the twenty-fifth penny, or to four per cent. The 

^ [Above, p. 85.} • [Below, p. 211.] 

* See Denisatc, Article Taux des Intercts, tom. iii. p. 18. [J. B. Deitisart, Collection 
de dddsUms nouvelles et de notions relatives d la jurisprudence actuelle, 7th ed., 1771, s.v. 

subdivision Taux des Int6r6ts. This does not go so far as the reduction of 1766. 
The note appears first in ed. a.] 
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Abbe Terray raised it afterwards to the old rate of five per cent. 
The supposed purpose of many of those violent reductions of in- 
terest was to prepare the way for reducing that of the public debts; 
a purpose which has sometimes been executed. France is perhaps in 
the present times not so rich a country as England; and though the 
legal rate of interest has in France frequently been lower t|ian in 
England, the market rate has generally been higher; for th^re, as 
in other countries, they have several very safe and easy methods of 
evading the law.^ The profits of trade, I have been assure^ by 
British merchants who had traded in both countries, arc higher in 
France than in England; and it is no doubt upon this account that 
maiiy British subjects chuse rather to employ their capitals in a 
country where trade is in disgrace, than in one where it is highly 
respected. The wages of labour are lower in France than in England, 
When you go from Scotland to England, the difference which you 
may remark between the dress and countenance of the common 
people in the one country and in the other, sufficiently indicates the 
difference in their condition. The contrast is still greater when you 
return from France. France, though no doubt a richer country than 
Scotland, seems not to be going forward so fast. It is a common and 
even a popular opinion in the country, that it is going backwards; 
an opinion which, I apprehend, is ill-founded even with regard to 
France, but which nobody can possibly entertain with regard to 
Scotland, who secs the country now, and who saw it twenty or 
thirty years ago. 

but lower in The province of Holland, on the other hand, in 
HchlTfhan ^^^^ proportion to the extent of its territory and the 
England. number of its people, is a richer country than Eng- 

land. The government there borrow at two per cent,, and private 
people of good credit at three. The wages of labour arc said to be 
higher in Holland than in England, and the Dutch, it is well known, 
trade upon lower profits than any people in Europe. The trade of 
Holland, it has been pretended by some people, is decaying, and it 
may perhaps be true that some particular branches of it arc so. But 
these symptoms seem to indicate sufficiently that there is no general 
decay. When profit diminishes, merchants are very apt to complain 
that trade decays; though the diminution of profit is the natural 
effect of its prosperity, or of a greater stock being employed in it 
than before. During the late war the Dutch gained the whole carry- 

* [Bdow, p. 380.) 
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ing trade of France, of which they still retain a very large share. 
The great property which they possess both in the French and Eng- 
lish funds, about forty millions, it is said, in the latter (in which I 
suspect, however, there is a considerable exaggeration);^ the great 
sums which they lend to private people in countries where the rate 
of interest is higher than in their own, are circumstances which no 
doubt demonstrate the redundancy of their stock, or that it has 
increased beyond what they can employ with tolerable profit in the 
proper business of their own country: but they do not demonstrate 
that that business has decreased. As the capital of a private man, 
though acquired by a particular trade, may increase beyond what 
he can employ in it, and yet that trade continue to increase t«lb; so 
may likewise the capital of a great nation. 

In the peculiar case North American and West Indian colonies, 

not only the wages of labour, but the interest of 
money, and consequently the profits of stock, are 
higher than in England. In the different colonies 
both the legal and the market rate of interest run 
from six to eight per cent. High wages of labour and high profits 
of stock, however, are things, perhaps, which scarce ever go to- 
gether, except in the peculiar circumstances of new colonics. A new 
colony must always for some time be more under-stocked in pro- 
portion to the extent of its territory, and more under-peopled in 
proportion to the extent of its stock, than the greater part of other 
cotmtries. They have more land than they have stock to cultivate. 
What they have, therefore, is applied to the cultivation only of 
what is most fertile and most favourably situated, the land^ near the 
sea shore, and along the banks of navigable rivers. Such land too is 


of new colonies 
high wages and high 
profits go together 
but profits gradually 
diminish. 


^ [Postlcthwayt, Dictionary of Commerce, 2nd cd., 1757, vol. i., p. 877, s.u. Funds, says 
that the amount of British ftm^ held by foreigners has been estimated by some at one- 
fifth and by others at one-fourth of the whole debt. But Magens, Universal Merchant 
(ed. Horsley), 1753, p. 13, thought it ‘more than probable that foreigners are not con- 
cerned in anything like one-fourth\ He had been informed ‘that most of the money 
which the Dutch have here is in Bank, East India and South Sea stocks, and that their 
interest in them might amount to one-third of the whole*. Fairman, Account of the 
Public Funds, 7th ed,, 1824, p. 229, quotes ‘an account drawn up in the year 1762, 
showing how much of the several funds transferable at the Bank of England then 
stood in the names of foreigners,* which is also in Sinclair, History of the Public Revenue, 
pt. iii., 1790, p. 366. From this it appears that foreigners held ;£4.<S27t858 of Bank 
stock and £10,328,537 in the other funds, which did not include South Sea and East 
India stock. Fairman had reason to believe that the South Sea holding amounted to 
£2,500,000 and the East Indian to more than £500,000, which would make in all 
about £18,000,000. In 1806, he says, the total daiming exemption from income tax 
(foreigners were exempt) was £18,500,000, but this did not include Bank stock.^ 

• [Eds. 1-3 read ‘lands*.] 
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frcquendy purchased at a price below die value even of its natural 
produce. Stock employed in the purchase and improvement of such 
lands must yield a very large profit, and consequently afford to pay 
a very large interest. Its rapid accumulation in so profitable an 
employment enables the planter to increase the number of his hands 
faster than he can find them in a new setdement. Those whom he 
can find, therefore, are very Hberally rewarded. As the colony in- 
creases, the profits of stock gradually diminish. When the\most 
fertile and best situated lands have been all occupied, less profi can 
be made by the cultivation of what is inferior both in soil \ and 
situation, and less interest can be afforded for the stock which is so 
empioyed. In the greater part of our colonics, accordingly, both the 
legal and the market rate of interest have been considerably reduced 
during the course of the present century. As riches, improvement, 
and population have increased, interest has dcchncd. The wages of 
labour do not sink with the profits of stock. The demand for labour 
increases with the increase of stock whatever be its profits; and after 
these are diminished, stock may not only continue to increase, but 
to increase much faster than before. It is with industrious nations 
who arc advancing in the acquisition of riches, as with industrious 
individuals. A great stock, though with small profits, generally 
increases faster than a small stock with great profits. Money, says 
the proverb, makes money. When you have got a Uttle, it is often 
easy to get more. The great difficulty is to get that little. The con- 
nection between the increase of stock and that of industry, or of 
the demand for useful labour, has partly been explained already,^ 
but will be explained more fully hereafter* in treating of the 
accumulation of stock. 

The acquisition of new territory, or of new branches 
of trade, may sometimes raise the profile of stock, 
and with them the interest of money, even in a 
country which is fast advancing in the acquisition 
of riches. The stock of the country not being sufficient for the whole 
accession of business, which such acquisitions present to the different 
people among whom it is divided, is applied to those particular 
branches only which afford the greatest profit. Part of what had 
before been employed in other trades, is necessarily withdrawn 
fiom them, and turned into some of the new and more profiuble 
ones. In all those old trades, therefore, the competition comes to be 


territories and 
trades may raise 
profits even in a 
country advancing 
in riches. 


» (Above, pp. 72-77 ] 


• [Bdow, pp. 35I-37*-] 
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less than before. The market comes to be less fully supplied with 
many different sorts of goods. Their price necessarily rises more or 
less, and yields a greater profit to those who deal in them, who can, 
therefore, afford to borrow at a higher interest. For some time after 
the conclusion of the late war, not only private people of the best 
credit, but some of the greatest companies in London, commonly 
borrowed at five per cent, who before that had not been used to 
pay more than four, and four and a half per cent. The great accession 
both of territory and trade, by our acquisitions in North America 
and the West Indies, will sufficiently account for this, without sup- 
posing any diminution in the capital stock of the society. So great 
an accession of new business to be carried on by the old stock^miust 
necessarily have diminished the quantity employed in a great 
number of particular branches, in which the competition being less, 
the profits must have been greater. I shall hereafter^ have occasion 
to mention the reasons which dispose me to beheve that the capital 
stock of Great Britain was not diminished even by the enormous 


expence of the late war. 


Diminution of 
capital stock raises 
profits. 


The diminution of the capital stock of the society, 
or of the funds destined for the maintenance of 
industry, however, as it lowers the wages of labour, 


so it raises the profits of stock, and consequently the interest of 
money. By the wages of labour being lowered, the owners of what 
stock remains in the society can bring their goods at less expence 


to market than before, and Jess stock being employed in supplying 


the market than before, they can sell them dearer.^ Their goods 


cost them less, and they get more for them. Their profits, therefore, 
being augmented at both ends, can well afford a large interest. The 
great fortunes so suddenly and so easily acquired in Bengal and the 
other British settlements in the East Indies, may satisfy us that, as 


the wages of labour are very low, so the profits of stock are very 
high in those ruined countries. The interest of money is proportion- 
ably so. In Bengal, money is frequently lent to the farmers at forty, 
fifty, and sixty per cent, and the succeeding crop is mortgaged for 
the payment. As the profits which can afford such an interest must 
cat up almost the whole rent of the landlord, so such enormous 
usury must in its turn cat up the greater part of those profits. Before 
the fall of the Roman repubUe, a usury of the same kind seems to 


» [Below, pp. vol, ii., p. 4^,] 

* [£d$. X and a read 'cheaper*.] 
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have been common in the provinces, imder the ruinous adminis- 
tration of their proconsuls. The virtuous Brutus lent money in 
Cyprus at eight-and-forty^ per cent, as we learn from the letters of 
Cicero.® 


In a country as rich In a country which had acquired that full com- 
as it possibly could pJement of riches which the nature of its soil and 
be, profits as well , . . . . i It 

as wages would be Climate, and Its Situation with respect to ipther 

very low. Countries, allowed it to acquire; which could, 

therefore, advance no further, and which was not going backwards, 
both the wages of labour and the profits of stock would probably 
be very low. In a country fully peopled in proportion to What 
eithe^P its territory could maintain or its stock employ, the com- 
petition for employment would necessarily be so great as to reduce 
the wages of labour to what was barely sufficient to keep up the 
number of labourers, and, the country being already fuUy peopled, 
that number could never be augmented. In a country fully stocked 
in proportion to all the business it had to transact, as great a quan- 
tity of stock would be employed in every particular branch as the 
nature and extent of the trade would admit. The competition, there- 
fore, would evcry-wherc be as great, and consequently the ordinary 
profit as low as possible. 

but there has never perhaps no country has ever yet arrived at this 
yet been any such degree of opulencc. China seems to have been long 
country. Stationary, and had probably long ago acquired 

that full complement of riches which is consistent with the nature 
of its laws and institutions. But this complement may be much 
inferior to what, with other laws and institutions, the nature of its 
soil, climate, and situation might admit of. A country which neg- 
lects or despises foreign commerce, and which admits the vessels of 
foreign nations into one or two of its ports only, cannot transact 
the same quantity of business which it might do with different laws 
and institutions. In a coimtry too, where, though the rich or the 
owners of large capitals enjoy a good deal of security, the poor or 
the owners of small capitals enjoy scarce any, but arc liable, under 
the pretence of justice, to be pillaged and plundered at any time 


^ {Ed. I reads *£ivc and forty,’ 8 having probably been misread as 5.] 

* [Ad Atticum^ VI., i., 5. 6 . Cicero had arranged that a six-year-old debt should be 
repaid with interest at the rate of 12 per cent, per annum, the principal being increased 
by that amount for each of the six years. This would have very nearly doubled the 
principal, but Brutus, through his agent, kept asking for 48 per cent., which would 
have multiplied it by more than However, Cicero asserted that the 12 per cent, 
would have satished the cruellest usurers.] 
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by the inferior mandarines, the quantity of stock employed in all 
the different branches of business transacted within it, can never be 
equal to what the nature and extent of that business might admit. 
In every different branch, the oppression of the poor must establish 
the monopoly of the rich, who, by engrossing the whole trade to 
themselves, will be able to make very large profits. Twelve per cent, 
accordingly is said to be the common interest of money in Cliina, 
and the ordinary profits of stock must be suflFicient to afford this 
large interest. 


Interest is raised by ^ defect in the law may sometimes raise the rate of 
defective enforce- interest considerably above what the condition 
ment of contracts, Country, as to wealth or poverty, -r^ould 

require. When the law does not enforce the performance of con- 
tracts, it puts all borrowers nearly upon the same footing with 
bankrupts or people of doubtful credit in better regulated countries. 
The uncertainty of recovering his money* makes the lender exact 
the same usurious interest which is usually required from bank- 
rupts. Among the barbarous nations who over-run the western 
provinces of the Roman empire, the performance of contracts was 
left for many ages to the faith of the contracting parties.^ The courts 
of justice of their kings seldom intermeddled in it. The high rate 
of interest which took place in those ancient times may perhaps be 
partly accounted for from this cause. 

and by prohibition. When the law prohibits interest altogether, it does 
not prevent it. Many people must borrow, and nobody will lend 
without such a consideration for the use of their money as is 
suitable, not only to what can be made by the use of it, but to 
the difficulty and danger of evading the law. The high rate of 
interest among all Mahometan nations is accounted for by Mr. 
Montesquieu, not from their poverty, but pardy from this,^ and 
partly from the difficulty of recovering the money.* 

The lowest rate of The lowcst ordinary rate of profit must always be 
profit must be something more than what is sufficient to com- 
pensate the occasional losses to which every employ- 
ment of stock is exposed* It is this surplus only 


more than enough 
to compensate 
losses. 


1 [Lectures, pp. 130-134-] * of evading the law.] 

• [Esprit des lots, liv. xirii., ch. 19. T’usiire augmente dans les pays mahom^tans I 
proportion dc la sdvdritd de la d^fimse: le prfetenr s’indemnise du p^ril de la contraven- 
tion. Dans CCS pays d*Orient, la plupart des hommes n'ont ricn d^assur^; il n’y a presqtw 
point de report entre la possession actuellc d*une sommc et Tespi^rance de la tavoir 
apr^ Tavoir prSt^e: Tusure y augmente done Ik proportion du p 6 :u de rinsolvabilitd**] 
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which is neat or clear profit. What is called gross profit compre- 
hends frequently, not only this surplus, but what is retained for 
compensating such extraordinary losses. The interest which the 
borrower can afford to pay is in proportion to the clear profit only. 
and so must the lowest ordinary rate of interest must, in the 

lowest rate of same manner, be something more than sufficient to 
interest. compensate the occasional losses to which len^g, 

even with tolerable prudence, is exposed. Were it not more, chkrity 
or friendship could be the only motives for lending. \ 

In a country as In a Country which had acquired its full ccun- 
l^lThe intms/ plement of riches, where in every particular branch 
would ^ so low of business there was the greatest quantity of stock 
weah&tplople could be employed in it, as the ordinary rate 

could live on it. of clear profit would be very small, so the usual 
market rate of interest which could be afforded out of it, would be 
so low as to render it fmpossible for any but the very wealthiest 
people to live upon the interest of their money. All people of small 
or middling fortunes would be obliged to superintend themselves 
the employment of their own stocks. It would be necessary that 
almost every man should be a man of business, or engage in some 
sort of trade. The province of Holland seems to be approaching 
near to this state. It is there unfashionable not to be a man of 
business.^ Necessity makes it usual for almost every man to be so, 
and custom every where regulates fashion. As it is ridiculous not to 
dress, so is it, in some measure, not to be employed, like other 
people. As a man of a civil profession seems awkward in a camp or 
a garrison, and is even in some danger of being despised there, so 
docs an idle man among men of business. 

The highest rate of The highest ordinary rate of profit may be such as, 
^f^entmdlewe^ greater part of commodities, eats 

only wages. up the whole of what should go to the rent of the 

land, and leaves only what is sufficient to pay the labour of pre- 
paring and bringing them to market, according to the lowest rate 
at which labour can any-where be paid, the bare subsistence of the 
labourer. The workman must always have been fed in some way 
or "other while he was about the work; but the landlord may not 
always have been paid. The profits of the trade which the servants 

* Hoshua Gee, Trade and Navigation of Great Britain Considered^ 1729, p. 128, notices 
the met of the Dutch being all engaged in trade and ascribes it to the deficiency of 
valuable land.] 
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of the East India Company carry on in Bengal may not perhaps be 
very far from this rate.^ 

The proportion of The proportion which the usual market rate of 
^rhes^andfalltwiih hiterest Ought to bear to the ordinary rate of clear 
the rate of profit. profit, necessarily varies as profit rises or falls. 
Double interest is in Great Britain reckoned, what the merchants 
call, a good, moderate, reasonable profit; terms which I apprehend 
mean no more than a common and usual profit. In a country where 
the ordinary rate of clear profit is eight or ten per cent., it may be 
reasonable that one half of it should go to interest, wherever business 
is carried on with borrowed money. The stock is at the risk of the 
borrower, who, as it were, insures it to the lender; and four opfive 
per cent, may, in the greater part of trades, be both a sufficient 
profit upon the risk of this insurance, and a suiEcient recompcncc 
for the trouble of employing the stock. But the proportion between 
interest and clear profit might not be the same in countries where 
the ordinary rate of profit was either a good deal lower, or a good 
deal higher. If it were a good deal lower, one half of it perhaps 
could not be afforded for interest; and more might be afforded if 
it were a good deal higher. 

Countries with low In countries which are fast advancing to riches, the 

profits cart sell as profit may, in the price of many com- 

cheap as those with ^ ‘^11. f 

low wages; and in modities, compensate the high wages of labour, 

reality high profits enable thosc Countries to sell as cheap as their 

tend to raise prices 11.. . , , , f 

more than high less thnvmg neighbours, among whom the wages 

of labour may be lower. 

In reality high profits tend much more to raise the price of work 
than high wages. If in the linen manufacture, for example, the 
wages of the different working people, the flax-dressers, the spinners, 
the weavers, &c. should, all of them, be advanced two pence a day; 
it would be necessary to heighten the price of a piece of linen only 
by a number of two penccs equal to the number of people that had 
been employed about it, multiplied by die number of days during 
which they had been so employed. That part of the price of the 
commodity which resolved itself into wages would, through all the 
different stages of the manufacture, rise ordy in arithmetical propor- 
tion to this rise of wages. But if the profits of all the differoit 
employers of those working people should be raised five per cent, 
that part of the price of the conunodity which resolved itsdf into 
^ [See below, vol ii., pp. 155* 
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profit, would, dirough all the different stages of the manufacture, 
rise in geometrical proportion to this rise of profit. The employer 
of the flax-dressers would in selling his flax require an additional 
five per cent, upon die whole value of the materials and wages 
tsdiich he advanced to his workmoi. The employer of the spinners 
would require an additional five per cent, both upon the awanced 
price of the flax and upon the wages of the spinners. Ahd the 
employer of the weavers would require a like five per cent^ both 
upon the advanced price of the linen yarn and upon the wa^es of 
die weavers. In raising the price of commodities the rise of visages 
operates in the same manner as simple interest docs in the accumu- 
lation of debt. The rise of profit operates like compound interest.^ 
Our merchants and master-manufacturers complain much of the 
bad effects of high wages in raising the price, ^d thereby lessening 
the sale of their goods both at home and abroad. They say notliing 
concerning the bad effects of high profits. They are silent with 
regard to the pernicious effects of their own gains. They complain 
only of those of odier people.* 

^ [According to the view of the subject here set forth, if the three employers each 
spend £ioo in wages and materials, and profits are at first 5 per cent, and then rise to 
10 per cent., the finished commodity must rise from jC 33 ^ os. 3d. to £364 2s., while if, 
on the other hand, the wages rise from £100 to £ios, the commodity will only rise to 
£347 IIS. 3d. It is assumed either that profits mean profits on turn-over and not on 
capital per annum, or else that the employers each have their capital turned over once 
a year. But even when one or other of these assumptions is granted, it is clear that the 
^simple interest’ may easily be greater than the ‘compound’. In the examples just given 
we doubled profits, but only added one-twentieth to wages. If we doubk wages and 
leave profits at 5 per cent., the commodity should rise from ^331 os. 3d, to 
£662 os. 6d.] 

* {This paragraph is not in ed. i; the digram at the end, however, did not make its 
appearance here for the first time in ed. 2, since it occurs in a slightly less polished form 
in vol. ii,, p. 113.] 



CHAPTER X 


Of Wages and Profit in the Different 
Employments of Labour and Stock ^ 


Advanuiges and The whole of the advantages and disadvantages of 

disadvantages tend different employments of labour and stock 

to equahty where . , ^ ^ • i i i i i • i 

there is perfect must, m the same ndghbourhood, be either per- 

libcrty. fcctly equal or contmuaUy tendii^ to equality. If 

in the same neighbourhood, there was any employment evidently 

either* more or less advantageous than the rest, so many people 

would crowd into it in the one case, and so many would desert it 

in the other, that its advantages would soon return to the level of 

other employments. This at least would be the case in a society 

where things were left to follow their natural course, where there 

was perfect liberty,* and where every man was perfectly free both 

to chuse what occupation he thought proper, and to change it as 

often as he thought proper. Every man’s interest would prompt 

him to seek the advantageous, and to shun the disadvant^eous 

employment. 

Actual £fferenas of Pecuniary wages and profit, indeed, are every- 
where in Europe extremely different according to 
to c^ut- the different employments of labour and stock. But 

balancing dram- tJuj difference arises partly from certain dreum- 
^Twmt'^^fect stances in the employments themselves, which, 
liberty. either really, or at least in the imaginations of men, 

ma1f<« up for a small pecuniary gain in some, and counter-balance a 

^ [The general design of this chapter, as well as many of its details, was doubtlcw 
suggested by Cantillon, Bsai, pt. i, chaps, vii, and viii. The first of these chapters is 
headed: *Lc travail d'un laboureur vaut moins que cdui d*un artisan,* and the secemd: 
‘Lcs artisans gagnent les uns plus Ics autres moins selon Ics cas ct Ics circonstances 
diffdrentes.* The second ends thus: ‘Par ces inductions et cent autres qu’on pourrait 
tirer de 1‘exp^iicnce ordinaire, on peut voir facilcmcnt que la difIBrcnce dc prixqu^on 
paie pour Ic travail ioumalicr est fond^ sur dcs raisons naturellcs ct scmiblcs/j 

* [Ed. I reads ‘either evitody’.] 

• [Above, pp. 63. 70 .] 

Ill 



II 2 NATURAL INEQUALITIES OF [bK, I 

great one in others; and partly from the policy of Europe, which 
no-whcrc leaves things at perfect liberty. 

The particular consideration of those circumstances and of that 
pohey will divide this chapter into two parts. 


PART I 

Inequalities arising from the Nature of the Employments thef^elves^ 

There are five following are the principal circun^tances 

caunter-halandttg which, SO far as I have been able to observe; make 
drcumstances, ^ pecuniary gain in some cnlploy- 

meiits, and counter-balance a great one in others: first, the agrec- 
ableness or disagreeableness of the employments themselves; 
secondly, the easiness and cheapness, or the difficulty and cxpence 
of learning them; thirdly, the constancy or inconstancy of employ- 
ment in them; fourthly, the small or great trust which must be 
reposed in those who exercise them; and fifthly, the probability or 
improbability of success in them. 

(i) Wages vary First, The wages of labour vary with the case or 
ablmessofthe hardship, the cleanliness or dirtiness, the honour- 
employmenL ableness or dishonourableness of the employment. 
Thus in most places, take the year round, a journeyman taylor earns 
less than a journeyman weaver. His work is much easier. A journey- 
man weaver earns less than a journeyman smith. His work is not 
always easier, but it is much cleanlier. A journeyman blacksmith, 
though an artificer, seldom earns so much in twelve hours as a 
collier, who is only a labourer, docs in eight. His work is not quite 
so dirty, is less dangerous, and is carried on in day-light, and above 
ground. Honour makes a great part of the reward of aU honourable 
professions. In point of pecuniary gain, all things coimdered, they 
arc generally under-recompensed, as I shall endeavour to show by 
and by.* Disgrace has the contrary effect. The trade of a butcher is 
a brut^ and an odious business; but it is in most places more profit- 


* (The foregoing introduaory paragraphs would lead a logical reader to expect 
part X of the diapter to be entitled: *lnequ^ities of pecuniary wages and profit which 
merely counterbalance inequalities of other advantages and disadvantages.* The rather 
obscure title actually chosen is due to the fact that nearly a quarter of the part is 
occupied by a discussion of three furdier conditions which must be present in addition 
to *pmect freedom* in order to bring about the equality of total advantages and dis^ 
advantages. The chapter would have been clearer if this discussion had been placed at 
the beginning, but it was probably an afterthought.] 

• (Below, pp. xiS, X19.J 
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able than the greater part of common trades. The most detestable 
of all employments, that of pubUc executioner, is, in proportion to 
the quantity of work done, better paid than any common trade 
whatever. 


Some very agreeable Hunting and fishing, the most important employ- 
employments are mcnts of mankind in the rude state of society, 
exceedingly ill paid. ^ advanced State their most agreeable 

amusements, and they pursue for pleasure what they once followed 
from necessity. In the advanced state of society, therefore, they are 
all very poor people who follow as a trade, what other people 
pursue as a pastime. Fishermen have been so since the time of^ 
Theocritus. A poacher is every-where a very poor man in Great 
Britain. In countries where the rigour of the law suffers no poachers, 
the licensed hunter is not in much better condition. The natural 
taste for those employments makes more people follow them than 
can live comfortably by them, and the produce of their labour, in 
proportion to its quantity, comes always too cheap to market to 
afford anything but the most scanty subsistence to the labourers. 

The same thing is Disagreeableness and disgrace affect the profits of 
true of profits. stock in the same manner as the wages of labour. 

The keeper of an inn or tavern, who is never master of his own 
house, and who is exposed to the brutaUty of every drunkard, 
exercises neither a very agreeable nor a very creditable business. But 
there is scarce any common trade in which a small stock yields so 
great a profit. 

(2) Wages vary Secondly, The wages of labour vary with the easi- 
Teaming cheapness, or the difficulty and cxpcncc of 

business. learning the business. 

When any expensive machine is erected, the extraordinary work 
to be performed by it before it is worn out, it must be expected, 
will replace the capital laid out upon it, with at least the* ordinary 
profits. A man educated at the cxpence of much labour and time 
to any of those employments which require extraordinary dexterity 
and skill, may be compared to one of those expensive machines. 
The work which he learns to perform, it must be expected, over 
and above the usual wages of common labour, will replace to him 
the whole expcnce of his education, with at least the ordinary 


^ See Idyltium xxi. [This merely describes the life of two poor fisherpien. The note 
appears first in ed. 2.] 

■ [Ed, I reads *its*.] 

W.N. T-F 
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profits of an equally valuable capital. It must do this too in a reason- 
able time, regard being had to the very uncertain duration of human 
life, in the same manner as to the more certain duration of the 
machine. 

The difference between the wages of skilled labour and those of 
common labour, is founded upon this principle. * 

The cost of appreti- policy of Europe considers the laboui of all 

ticeship accounts for mechanics, artificers, and manufacturers, as skilled 
labour; and that of all country labourers as coHimon 
higher than those of labour. It secms to suppose that of the former \to be 
country labourers. ^ more nice and delicate nature than that of the 
latter. It is so perhaps in some cases; but in the greater part it is 
quite otherwise, as I shall endeavour to shew by and by.^ The laws 
and customs of Europe, therefore, in order to qualify any person for 
exercising the one species of labour, impose the necessity of an 
apprenticeship, though with different degrees of rigour in different 
places. They leave the other free and open to every body. During 
the continuance of the apprenticeship, the whole labour of the 
apprentice belongs to his master. In the mean time he must, in 
many cases, be maintained by his parents or relations, and in almost 
all cases must be cloathed by them. Some money too is commonly 
given to the master for teaching him his trade. They who cannot 
give money, give time, or become bound for more than the usual 
number of years; a consideration which, though it is not always 
advantageous to the master, on account of the usual idleness of 
apprentices, is always disadvantageous to the apprentice. In country 
labour, on the contrary, the labourer, while he is employed about 
the easier, learns the more difficult parts of his business, and his own 
labour maintains him through all the different stages of his employ- 
ment. It is reasonable, therefore, that in Europe the wages of 
mechanics, artificers, and manufacturers, should be somewhat 
higher than those of common labourers.* They are so accordingly, 
and their superior gains make them in most places be considered 
as a superior rank of people. This superiority, however, is generally 
very small; the daily or weekly earnings of journeymen in the more 
common sorts of manufactures, such as those of plain hnen and 
woollen cloth, computed at an average, are, in most places, very 

1 [Below, p. 141.] 

^ [This argument seems to be modeUed closdy on Cantillon, Essai, pp. 23, 24, but 
probably also owes something to Mandeville, fable of the Bees, pt. ii., dialogue vi., 
vol, ii., p. 423. Cp. Lectures, pp. 173 - 175 •] 
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little more than the day wages of common labourers. Their employ- 
ment, indeed, is more steady and uniform, and the superiority of 
their earnings, taking the whole year together, may be somewhat 
greater. It seems evidently, however, to be no greater than what is 
sufficient to compensate the superior expence of their education. 

Education in the ingenious arts and in the liberal 
professions, is still more tedious and expensive. The 
pecuniary recompence, therefore, of painters and 
sculptors, of lawyers and physicians, ought^ to be 
much more liberal: and it is so accordingly. 

The profits of stock seem to be very little affected 
by the easiness or difficulty of learning the trade in 
which it is employed. All the different ways in 
which stock is commonly employed in great towns seem, in reality, 
to be almost equally easy and equally difficult to learn. One branch 
cither of foreign or domestic trade, cannot well be a much more 
intricate business than another. 

(5) mges vary Thirdly, The wages of labour in different occupa- 
with consimey of tions vary with the constancy or inconstancy of 
employmtnu employment.^ 

Employment is much more constant in some trades than in 
others. In the greater part of manufactures, a journeyman may be 
pretty sure of employment almost every day in the year that he is 
able to work. A mason or bricklayer, on the contrary, can work 
neither in hard frost nor in foul weather, and his employment at 
all other times depends upon the occasional calls of his customers. 
He is Uablc, in consequence, to be frequently without any. What 
he earns, therefore, while he is employed, must not only main- 
tain him while he is idle, but make him some compensation for 
those anxious and desponding moments which the thought of so 


Education for 
liberal professions 
is more costly and 
the pecuniary 
recompense conse- 
quently higher. 

Profits are not 
much affected by 
this circumstance. 


^ (The ‘ought’ is equivalent to ‘it is reasonable they should be’ in the previous para- 
graph, and to ‘must’ in ‘must not only maintain him while he is idle’ on 1. 28. 
Cp. ‘doivent’ in Cantillon, Essai, p. 24: ‘Ceux done qui cmploicnt des artisans ou gens 
de metier, doivent ncccssairement payer Icur travail plus haut que celui d’un laboureur 
ou manoeuvre.* The meaning need not be that it is ethically right that a person on 
whose education much has been spent should receive a large reward, but only that it is 
economically desirable, since otherwise there would be a deficiency of such person^] 
* [The treatment of this head would have been clearer if it had begun with a dis^ 
tinction b^wcen ‘day-wages* (mentioned lower down on the page) and annual 
earnings. The first paragraph of the argument daiins that annual earnings as well as 
day-wages will be higher in the inconstant employment so as to counterbalwce the 
disadvantage or repulsive force of having ‘anxious and desponding monaents *,ln ihe 
subsequent paragraphs, however, this claim is lost sight of, and the discussion proceeds 
as if the thesis was that annual earnings are equal diough day-wages may be unequal.] 
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precarious a situation must sometimes occasion. Where the computed 
earnings of the greater part of manufacturers, accordingly, are 
nearly upon a level with the day wages of common labourers, those 
of masons and bricklayers are generally from one half more to 
double those wages. Where common labourers earn four and five 
shillings a week, masons and bricklayers frequently earn se^(en and 
eight; where the former earn six, the latter often earn nine ahd ten, 
and where the former earn nine and ten, as in London, the latter 
commonly earn fifteen and eighteen. No species of skilled labour, 
however, seems more easy to learn than that of masons and brick- 
layers. Chairmen in London, during the summer season, arc said 
sometimes to be employed as bricklayers. The high wages of those 
workmen, therefore, are not so much the recompence of their skill, 
as the compensation for the inconstancy of their employment. 

A house carpenter seems to exercise rather a nicer and more 
ingenious trade than a mason. In most places, however, for it is not 
universally so, his day-wages are somcwliat lower. His employ- 
ment, though it depends much, does not depend so entirely upon 
the occasional calls of his customers; and it is not liable to be 
interrupted by the weather. 

When the trades which generally afford constant employment, 
happen in a particular place not to do so, the wages of the work- 
men always rise a good deal above their ordinary proportion to 
those of common labour. In London almost all journeymen artificers 
arc liable to be called upon and dismissed by their masters from day 
to day, and from week to week, in the same manner as day- 
labourers in other places. The lowest order of artificers, journeymen 
taylors, accordingly, earn there half a crown a day,^ though eighteen 
pence may be reckoned the wages of common laboijr. In small 
towns and country villages, the wages of journeymen taylors fre- 
quently scarce equal those of common labour; but in London they 
arc often many weeks without employment, particularly during the 
summer. 

When the inconstancy of employment is combined with the hard- 
ship, disagrecablencss, and dirtiness of the work, it sometimes raises 
the wages of the most common labour above those of the most 
skilful artificers. A collier working by the piece is supposed, at 
Newcastle, to cam commonly about double, and in many parts of 
Scotland about three times the wages of common labour. His high 

* [Below, p. 158.] 
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wages arise altogether from the hardship, disagreeablencss, and 
dirtiness of his work. His employment may, upon most occasions, 
be as constant as he pleases. The coal-heavers in London exercise a 
trade which in hardship, dirtiness, and disagreeablencss, almost 
equals that of colhers; and from the unavoidable irregularity in the 
arrivals of coal-ships, the employment of the greater part of them 
is necessarily very inconstant. If colliers, therefore, commonly earn 
double and triple the wages of common labour, it ought not to 
seem unreasonable that coal-heavers should sometimes earn four 
and five times those wages. In the enquiry made into their con- 
dition a few years ago, it was found that at the rate at which they 
were then paid, they could earn frouT six to ten shillings a day. Six 
shilhngs arc about four times the wages of common labour in 
London, and in every particular trade, the lowest common earnings 
may always be considered as those of the far greater number. How 
extravagant soever those earnings may appear, if they were more 
than sufficient to compensate all the disagreeable circumstances of 
the business, there would soon be so great a number of com- 
petitors as, in a trade wliich has no exclusive privilege, would 
quickly reduce them to a lower rate. 


Constancy does not The constancy or inconstancy of employment can- 
affect profits, affect^ the ordinary profits of stock in any 

particular trade. Whether the stock is or is not constantly employed 
depends, not upon the trade, but the trader.* 


{4) Wages vary 
with the trust to 
be reposed. 


Fourthly, The wages of labour vary according to 
the small or great trust which must be reposed in 
the workmen.* 


* [Misprinted ‘effect’ in cd. 5,] 

* [That ‘stock’ consists of actual objects seems to be overlooked here. The constancy 
with which such objects can be employed is various: the constancy with which the 
hearse of a village is employed depends on the number of deaths, which may be said 
to be ‘the trade,* and is certainly not ‘the trader*. There is no difference of profits 
corresponding to differences of day-wages due to unequal constancy of employment, 
for the simple reason that ‘profits’ are calculated by their amount per annum, but the 
rural undertaker, liable to long interruption of business in healthy seasons, may just as 
well as the bricklayer be supposed to receive ‘some compensation for those anxious 
and desponding moments which the thought of so precarious a situation must some- 
times occasion\] 

* [The argument foreshadowed in the introductory paragraphs of the chapter re- 
quires an allegation that it is a disadvantage to a person to have trust reposed in him, 
but no such allegation is made. Cantillon, Bssai^ p. ay, says: ‘lorsqu’il faut de la 
capacin^ et de la confiance, cm paic encore le travail plus chet, comme aux jouaslliers, 
teneurs de compte, caissiers, et autres.’ Hume, History, ed, of 1773, yol. viii., p, 323, 
says; ‘It is a familiar rule in all business that every man diould be paid in propoition to 
the trust reposed in him and die power which he enjoys.’] 
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The wages of goldsmiths and jewellers are every-where superior 
to those of many other workmen, not only of equal, but of much 
superior ingenuity; on account of die precious materials with which 
they are intrusted. 

We trust our health to the physician; our fortune and sometimes 
our life and reputation to the lawyer and attorney. Such confidence 
could not safely be reposed in people of a very mean or low con- 
dition. Their reward must be such, therefore, as may give them that 
rank in the society which so important a trust requires. Ipe long 
time and the great expence which must be laid out in thcir\educa- 
tion, when combined with this circumstance, necessarily enhance 
still further the price of their labour. 

Profits are un-- When a person employs only his own stock in 

affected by trust. trade, there is no trust; and the credit which he may 
get from other people, depends, not upon the nature of his trade, 
but upon their opinion of his fortune, probity, and prudence. The 
different rates of profit, therefore, in the different branches of trade, 
cannot arise from the different degrees of trust reposed in the 
traders.^ 

{5) Wages vary Fifthly, The wagcs of labour in different employ- 

with the proba- ments vary according to the probabihty or improb- 
hility of success. ^ ^^2 

The probability that any particular person shall ever be qualified 
for the employment to wliich he is educated, is very different in 
different occupations. In the greater part of mechanic trades, success 
is almost certain; but very uncertain in the liberal professions. Put 
your son apprentice to a shoemaker, there is little doubt of his 
learning to niakc a pair of shoes: But send him to study the law, it 
is at least twenty to one if ever he makes such proficiency as will 
enable him to live by the business. In a perfectly fair lottery, those 
who draw the prizes ought to gain all that is lost by those who 
draw the blanks. In a profession where twenty fail for one that 
succeeds, that one ought to gsdn all that should have been gained 

* {B^ some trades, e*g.^ diat of a banker, may be necessarily confined to persons of 
^M^e tnan average trustworthiness, and this may raise the rate of profit above the 
pmnary levd if sudi persons arc not sufliciently plent^ul.] 

exgomrat under this head, wlu^ is often misunderstood, is that pecuniary 
~ av erage, setting great gains against small ones) less in trades where 
many blanks. The remote possibility of obtaining one of the 
cmcnnittinces whidi *in die imaginations of make up for 

Bssai, p. 24, is not so subtle, me^y making 
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by the unsuccessful twenty. The counsellor at law who, perhaps, at 
near forty years of age, begins to make something by his profession, 
ought to receive the retribution, not only of his own so tedious and 
expensive education, but of that of more than twenty others who 
are never likely to make any thing by it. How extravagant soever 
the fees of counsellors at law may sometimes appear, their real 
retribution is never equal to this.^ Compute in any particular place, 
what is likely to be annually gained, and what is likely to be 
annually spent, by all the different workmen in any common trade, 
such as that of shoemakers or weavers, and you will find that the 
former sum will generally exceed the latter. But make the same 
computation with regard to all the counsellors and students of law, 
in all the different inns of court, and you will find that their annual 
gains bear but a very small proportion to their annual expellee, even 
though you rate the former as high, and the latter as low, as can 
well be done. The lottery of the law, therefore, is very far from 
being a perfectly fair lottery; and that, as well as many other liberal 
and honourable professions, is,^ in point of pecuniary gain, evidently 
undcr-recompenced. 

Law and similar Thosc professions keep their level, however, with 
^fcrtltekss^^ other occupations, and, notwithstanding these dis- 
crowded. couragements, all the most generous and liberal 

spirits arc eager to crowd into them. Two different causes con- 
tribute to recommend them. First, the desire of the reputation which 
attends upon superior excellence in any of them; and, secondly, the 
natural confidence which every man has more or less, not only in 
his own abilities, but in his own good fortune. 

Public admiration To cxcel in any profession, in which but few arrive 
at mediocrity, is the most decisive mark of what is 
abitities, called genius or superior talents. The public admira- 

tion which attends upon such distinguished abilities, makes alwa^ra 
a part of their reward; a greater or smaller in proportion as it is 
higher or lower in degree. It makes a considerable part of dsat 
reward* in the profession of j^ysic; a still greater perhaps in that 
of law; in poetry and philosophy it makes almost the whole. 
exapt in the Ihcrc are some very s^reeable and beauti&l ndems 
which the possesskm commands a attain sort ctf 
admkation; but of which ti» eaerdse for 
o£ gain is considered, whether feom reason or prgudsa, as a sort 

, »l!Ed.ixea4i'oftf.l 
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of public prostitution. The pecuniary recompcnce, therefore, of 
those who exercise them in this manner, must be sufficient, not only 
to pay for the time, labour, and expence of acquiring the talents, 
but for the discredit which attends the employment of them as the 
means of subsistence. The exorbitant rewards of players, opera- 
singers, opera-dancers, &c. are founded upon those two pjrinciples; 
the rarity and beauty of the talents, and the discredit of employing 
them in this manner. It seems absurd at first sight that wd should 
despise their persons, and yet reward their talents with the most 
profuse hberality. While we do the one, however, we li^ust of 
necessity do the other. Should the public opinion or prejudice ever 
alter with regard to such occupations, their pecuniary recompence 
would quickly diminish. More people would apply to them, and 
the competition would quickly reduce the price of their labour. 
Such talents, though far from being common, are by no means so 
rare as is imagined. Many people possess them in great perfection, 
who disdain to make this use of them; and many more are capable 
of acquiring them, if any thing could be made honourably by 
them. 

The greater part of The over-weeiiing conceit which the greater part 
wming\mceit^f abilities, is an ancient evil 

their abilities; remarked by the philosophers and moralists of all 
ages. Their absurd presumption in their own good fortime, has been 
less taken notice of. It is, however, if possible, still more universal. 
There is no man living who, when in tolerable health and spirits, 
has not some share of it. The chance of gain is by every man more 
or less over-valued, and the chance of loss is by most men under- 
valued, and by scarce any man, who is in tolerable health and spirits, 
valued more than it is worth. ^ 

lotteries show that the chance of gain is naturally over-valued, we 

the dumu of gain may leam from the universal success of lotteries. 

is over-vahte , world neither ever saw, nor ever will see, a 

perfectly fair lottery; or one in which the whole gain compensated 
the whole loss; because the undertaker could make nothing by it. 
In the state lotteries the tickets arc really not worth the price which 
is paid by the original subscribers, and yet commonly $dl in the 
market for twenty, thirty, and sometimes forty per cent, advance. 
The vain hope of gainii^ some of the great prizes is the sole cause 
of this demand. The soberest people scarce look upon it as a folly 
to pay a small sum for the chance of gaining ten or twenty thousand 
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pounds; though they know that even that small sum is perhaps 
twenty or thirty per cent, more than the chance is worth. In a 
lottery in which no prize exceeded twenty pounds, though in other 
respects it approached much nearer to a perfectly fair one than the 
common state lotteries, there would not be the same demand for 
tickets. In order to have a better chance for some of the great 
prizes, some people purchase several rickets, and others, small shares 
in a still greater number. There is not, however, a more certain 
proposition in mathematics, than that the more rickets you adven- 
ture upon, the more likely you arc to be a loser. Adventure upon 
all the tickets in the lottery, and you lose for certain; and the greater 
the number of your tickets the nearer you approach to this certainty. 
mid the moderate That the chance of loss is frequently undervalued, 
profit of insurers ^ind scarce cvcr valued more than it is worth, we 

shows that the i i i r c- 

chance of loss is may learn from the very moderate profit or insurers. 
under-valued. In order to make insurance, either from fire or sea- 
risk, a trade at all, the common premium must be sujfficient to cbm- 
pensate the common losses, to pay the expence of management, 
and to afford such a profit as might have been drawn from an equal 
capital employed in any common trade. The person who pays no 
more than this, evidently pays no more than the real value of the risk, 
or the lowest price at which he can reasonably expect to insure it. 
But though many people have made a little money by insurance, 
very few have made a great fortune; and from this consideration 
alone, it seems evident enough, that the ordinary balance of profit 
and loss is not more advantageous in this, than in other common 
trades by which so many people make fortunes. Moderate, how- 
ever, as the premium of insurance commonly is, many people 
despise the risk too much to care to pay it. Taking the whole 
kingdom at an average, nineteen houses in twenty, or rather, per- 
haps, ninety-nine in a hundred, are not insured from fire. Sea risk 
is more alarming to the greater part of people, and the proportion 
of ships insured to those not insured is much greater. Many sad, 
however, at all seasons, and even in time of war, without any 
insurance. This may sometimes perhaps be done without any 
imprudence. When a great company, or even a great merchant, has 
twenty or thirty ships at sea, they may, as it were, insure one 
another. The premium saved upon them all, may more than com- 
pensate such losses as they arc Ukdy to meet with in the common 
course of chances. The neglect of insurance upon shipping, however^ 



particularly prone 
to over-value the 
chance of gain and 
mtder-value the risk 
of loss. 
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in the same manner as upon houses, is, in most cases, the effect of 
no such nice calculation, but of%iere thoughtless rashness and 
presumptuous contempt of the risk. 

Young people are Contempt of risk and the presumptuous hope 

of success, are in no period of life more active than 
at the age at which young people chuse their pro- 
fessions. How little the fear of misfortune is* then 
capable of balancing the hope of good luck, appears 
still more evidently in the readiness of the common people to fenlist 
as soldiers, or to go to sea, than in the eagerness of those of better 
fashion to enter into what are called the hberal professions. \ 

For this reason What a Common soldier may lose is obvious 
soldiers are poorly enough. Without regarding the danger, however, 
young volunteers never enlist so readily as at the 
beginning of a new war; and though they have scarce any chance 
of preferment, they figure to themselves, in their youthful fancies, 
a thousand occasions of acquiring honour and distinction which 
never occur. These romantic hopes make the whole price of their 
blood. Their pay is less than that of common labourers, and in 
actual service their fatigues are much greater. 
and sailors not The lottery of the sea is not altogether so dis- 

much better. advantageous as that of the army. The son of a 

creditable labourer or artificer may frequently go to sea with his 
father’s consent; but if he enlists as a soldier, it is always without it. 
Other people see some chance of his making something by the one 
trade: nobody but himself sees any of his making any thing by the 
other. The great admiral is less the object of pubUc admiration than 
the great general, and the highest success in the sea service promises 
a less brilliant fortune and reputation than equal success in the land. 
The same difference runs through all the inferior degrees of prefer- 
ment in both. By the rules of precedency a captain in jehe navy 
ranks with a colonel in the army: but he docs not rank with him 
in the common estimation. As the great prizes in the lottery are 
less, the smaller ones must be more numerous. Common sailors, 
therefore, more frequently get some fortune and preferment than 
common soldiers; and the hope of those prizes is what principally 
recommends the trade. Though their skill and dexterity are much 
superior to that of almost any artificers, and though their whole life 
is one continual scene of hardship and danger, yet for all this dex- 
terity and skill, for all those Imdships and dangers, while they 
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remain in the condition of cotr^mon sailors, they receive scarce any 
other rccompence but the plelhire of exercising the one and of 
surmounting the other. Their wages are not greater than those of 
common labourers at the port which regulates the rate of seamen’s 
wages. As they are continually going from port to port, the monthly 
pay of those who sail from all the different ports of Great Britain, 
is more nearly upon a level than that of any other workmen in 
those different places; and the rate of the port to and from which 
the greatest number sail, that is the port of London, regulates that 
of all the rest. At London the wages of the greater part of the 
different classes of workmen are about double those of the same 
classes at Edinburgh. But the sailors who sail from the port of 
London seldom earn above three or four shillings a month more 
than those who sail from the port of Leith, and the difference is 
frequently not so great. In time of peace, and in the merchant 
service, the London price is from a guinea to about seven-and- 
twenty shillings the calendar month. A common labourer in 
London, at the rate of nine or ten shillings a week, may earn in the 
calendar month from forty to five-and-forty shillings. The sailor, 
indeed, over and above his pay, is suppHed with provisions. Their 
value, however, may not perhaps always exceed the difference 
between his pay and that of the common labourer; and though it 
sometimes should, the excess will not be clear gain to the sailor, 
because he cannot share it with his wife and family, whom he must 
maintain out of his wages at home. 

Dangers which can The dangers and hair-breadth escapes of a life of 
be surmounted adventures, instead of disheartening young people, 
unwJwlesomeness scem frequently to recommend a trade to them. A 
tender mother, among the inferior ranks of people, 
is often afraid to send her son to school at a sea-port town, lest the 
sight of the ships and the conversation and adventures of the sailors 
should entice him to go to sea. The distant prospect of hazards, from 
which we can hope to extricate ourselves by courage and address, 
is not disagreeable to us, and docs not raise the wages of labour in 
any employment. It is otherwise with those in which courage and 
address can be of no avail. In trades which are known to be very 
imwholcsomc, the wages of labour are always remarkably high. 
Unwholesomeness is a species of disagreeablcness, and its effixts 
upon the wages of labour arc to be ranked under that general 
head. 
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Profits vary with In all the difFerei^t employments of stock, the 
certainty of return, ordinary rate of pft)fit varies more or less with the 
certainty or uncertainty of the returns. These are in general less 
uncertain in the inland than in the foreign trade, and in some 
branches of foreign trade than in others; in the trade to North 
America, for example, than in that to Jamaica. The ordinary rate 
of profit always rises more or less with the risk. It docs not, |how- 
ever, seem to rise in proportion to it, or so as to compensate it 
completely. Bankruptcies are most frequent in the most hazardous 
trades. The most hazardous of all trades, that of a smuggler, th^igh 
when the adventure succeeds it is likewise the most profitable, is 
the infallible road to bankruptcy. The presumptuous hope of success 
seems to act here as upon all other occasions, and to entice so many 
adventurers into those hazardous trades, that their competition 
reduces the^ profit below what is sufficient to compensate the risk. 
To compensate it completely, the common returns ought, over and 
above the ordinary profits of stock, not only to make up for all 
occasional losses but to afford a surplus profit to the adventurers of 
the same nature with the profit of insurers. But if the common 
returns were sufficient for all this, bankruptcies would not be more 
frequent in these than in other trades.^ 

Profits are less tin- circumstances, therefore, w'hich vary 

equal than wages, the wagcs of labour, two only affect the profits of 
^tfim^only^due^ Stock; the agrceableness or disagreeableness of the 
the inclusion of business, and the risk or security with which it is 
wages, attended. In point of agrecablencss or disagreeable- 

ness, there is little or no difference in the far greater part of the dif- 
ferent employments of stock; but a great deal in those of labour; 
and the ordinary profit of stock, though it rises with the risk, does 
not always seem to rise in proportion to it. It should follow from all 
this, that, in the same society or neighbourhood, the a^rage and 
ordinary rates of profit in the different employments of stock should 
be more nearly upon a level than the pecuniary wages of the different 
sorts of labour. They are so accordingly. The difference between 
the earnings of a common labourer and those of a well employed 
lawyer or physician, is evidently much greater than that between 
the ordinary profits in any two different branches of trade. The 

» [Eds. 4 and 5 read ‘their,* doubtless a misprint, ) 

* [The fact is overlooked that the numerous bankruptcies may be counterbalanced 
by the instances of great gain. Below, on p. 140, the converse mistake is made of com- 
paring great successes and leaving out of account great failures.] 
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apparent difference, besides, in the profits of different trades, is 
generally a deception arising from our not always distinguishing 
what ought to be considered as wages, from what ought to be 
considered as profit.^ 

as in the case of Apothecaries profit is become a bye-word, denoting 
the profit of an something uncommonly extravagant. This great 
apothecary, apparent profit, however, is frequently no more 

than the reasonable wages of labour. The skill of an apothecary is a 
much nicer and more delicate matter than that of any artificer what- 
ever; and the trust which is reposed in him is of much greater im- 
portance. He is the physician of the poor in all cases, and of the rich 
when the distress or danger is not very great. His reward, therefore, 
ought to be suitable to his skill and his trust, and it arises generally 
from the price at which he sells his drugs. But the whole drugs 
which the best employed apothecary, in a large market town, will 
sell in a year, may not perhaps cost him above thirty or forty poimds. 
Though he should sell them, therefore, for three or four hundred, or 
at a thousand per cent, profit, this may frequently be no more than 
the reasonable wages of liis labour charged, in the only way in which 
he can charge them, upon the price of his drugs. The greater part 
of the apparent profit is real wages disguised in the garb of profit. 
or country grocer. In a small sca-port town,^ a little grocer will make 
forty or fifty per cent, upon a stock of a single hundred pounds, 
while a considerable wholesale merchant in the same place will 
scarce make eight or ten per cent, upon a stock of ten thousand. The 
trade of the grocer may be necessary for the conveniency of the 
inhabitants, and the narrowness of the market may not admit the 
employment of a larger capital in the business. The man, however, 
must not only live by his trade, but live by it suitably to the qualifi- 
cations which it requires. Besides possessing a little capital, he must 
be able to read, write, and account, and must be a tolerable judge 
too of, perhaps, fifty or sixty different sorts of goods, their prices, 
qualities, and the markets where they are to be had cheapest. He 
must have all the knowledge, in short, that is necessary for a great 
merchant, which nothing hinders him from becoming but the want 
of a sufficient capital. Thirty or forty pounds a year camiot be con- 
sidered as too great a rccompence for the labour of a person so 
accomplished. Deduct this from the seemingly great profits of his 


^ [Above, p. 60.) 

* [Doubtless Kirkcaldy was in Smithes mind.] 
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capital, and little more will remain, perhaps, than the ordinary 
profits of stock. The greater part of the apparent profit is, in this 
case too, real wages. 

The difference between the apparent profit of the 
retail and that of the wholesale trade, is much less 
in the capital than in small towns and country 
villages. Where ten thousand pounds can ^ be em- 
ployed in the grocery trade, the wagesj of the 
grocer’s labour make but a very trifling addition to the real profits 
of so great a stock. The apparent profits of the wealthy retailer, 
therefore, are there more nearly upon a level with those of the whole- 
sale merchant. It is upon this account that goods sold by retail are 
generally as cheap and frequently much cheaper in the capital than 
in small towns and country villages.^ Grocery goods, for example, 
are generally much cheaper; bread and butcher’s meat frequently 
as cheap. It costs no more to bring grocery goods to the great town 
than to the country village; but it costs a great deal more to bring 
corn and cattle, as the greater part of them must be brought from a 
much greater distance. The prime cost of grocery goods, therefore, 
being the same in both places, they are cheapest where the least 
profit is charged upon them. The prime cost of bread and butcher’s 
meat is greater in the great town than in the. country village; and 
though the profit is less, therefore they are not always cheaper there, 
but often equally cheap. In such articles as bread and butcher’s meat, 
the same cause, which diminishes apparent profit, increases prime 
cost. The extent of the market, by giving employment to greater 
stocks, diminishes apparent profit; but by requiring supplies from 
a greater distance, it increases prime cost. This diminution of the one 
and increase of the other seem, in most cases, nearly to counter- 
balance one another; which is probably the reason that, though the 
prices of com and cattle are commonly very different in different 
parts of the kingdom, those of bread and butcher’s meat are generally 
very nearly the same through the greater part of it. 

Though the profits of stock both in the wholesale 
and retail trade arc generally less in the capital than 
in small towns and country villages, yet great for- 
tunes are frequently acquired from small begin- 
nings in the former, and scarce ever in the latter. In 
small towns and country villages, on account of the narrowness of 

1 [Above, p. 84 .] 


The lesser rate of 
profit in towru 
yields larger 
fortunes, but these 
mostly arise from 
speculation. 


The greater differ- 
ence between retail 
and wholesale 
profits in town than 
country is due to the 
same cause. 
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the market, trade cannot always be extended as stock extends. In 
such places, therefore, though the rate of a particular person s 
profits may be very liigh, the sum or amount of them can never be 
very great, nor consequently that of his annual accumulation. In 
great towns, on the contrary, trade can be extended as stock in- 
creases, and the credit of a frugal and thriving man increases much 
faster than his stock. His trade is extended in proportion to the 
amount of both, and the sum or amount of his profits is in propor- 
tion to the extent of his trade, and his annual accumulation in pro- 
portion to the amount of his profits. It seldom liappens, however, 
that great fortunes are made even in great towns by any one 
regular, established, and well-known branch of business, but in 
consequence of a long hfe of industry, frugaUty, and attention. 
Sudden fortunes, indeed, arc sometimes made in such places by 
what is called the trade of speculation. The speculative merchant 
exercises no one regular, estabhshed, or well known branch of 
business. He is a corn merchant this year, and a wine merchant the 
next, and a sugar, tobacco, or tea merchant the year after. He enters 
into every trade when he foresees that it is likely to be more than 
commonly profitable, and he quits it when he foresees that its 
profits are likely to return to the level of other trades. His profits 
and losses, therefore, can bear no regular proportion to those of any 
one estabhshed and well-known branch of business. A bold adven- 
turer may sometimes acquire a considerable fortune by two or three 
successful speculations; but is just as likely to lose one by two or 
three unsuccessful ones. This trade can be carried on no where but 
in great towns. It is only in places of the most extensive com- 
merce and correspondence that the intelligence requisite for it can 
be had. 

Thejiue cirenm^ The five circumstances above mentioned, though 
they occasion considerable inequaUties in the wages 
of pecuniary gains^ of labour and profits of stock, occasion none in the 
whole of the advantages and disadvantages, real or imaginary, of the 
difierent employments of either. The nature of those circumstances 
is such, that they make up for a small pecuniary gain in some, and 
counter-balance a great one in others. 

but three things hi order, however, that tins equaHty imy take 
necessary as well as place in the whole of their advantages or disadvan- 
perfect fieeiom; things are requisite even where there is 

the most perfect freedom. First, the employments must be well 



(i ) the employ^ 
merits must he well 
known and long 
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known and long established in the neighbourhood; secondly, they 
must be in their ordinary, or what may be called their natur J state; 
and, thirdly, they must be the sole or principal employments of 
those who occupy them. 

First, this equality can take place only in those 
employments which are well known, and have 
been long established in the neighbourhood. 
Where all other circumstances arc equal, wjages arc 
generally higher in new than in old trades! When 
a projector attempts to establish a new manufacture, he i^ust at 
first entice his workmen from other employments by highcr\wagcs 
than they can either earn in their own trades, or than the nature of 
his work would otherwise require, and a considerable time must 
pass away before he can venture to reduce them to the common 
level. Manufactures for which the demand arises altogether from 
fashion and fancy, are continually changing, and seldom last long 
enough to be considered as old established manufactures. Those, on 
the contrary, for which the demand arises chiefly from use or neces- 
sity, arc less liable to change, and the same form or fabric may con- 
tinue in demand for whole centuries together. The wages of labour, 
therefore, are likely to be higher in manufactures of the former, than 
in those of the latter kind. Birmingham deals chiefly in manufactures 
of the former kind; Sheffield in those of the latter; and the wages of 
labour in those two different places, are said to be suitable to this 
difference in the nature of their manufactures. 
and higher profits: The establishment of any new manufacture, of any 
new branch of commerce, or of any new practice in agriculture, is 
always a speculation, from which the projector promises himself 
extraordinary profits. These profits sometimes arc very great, and 
sometimes, more frequently, perhaps, they are quite otherwise; but 
in general they bear no regular proportion to those ^f other old 
trades in the neighbourhood. If the project succeeds, they are com- 
monly at first very high. When the trade or practice becomes 
thoroughly established and well known, the competition reduces 
them to the level of other trades. 

Secondly, This equality in the whole of the advan- 
tages and disadvantages of the different employ- 
ments of labour and stock, can take place only in 
or what may be called the natural state of those 


(2) the employ-^ 
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since the demand The demand for almost every diiforent speaes of 
for labour in each it.* .* 1 .1 

employment varies labour IS sometimes greater and somettmes less 

from time to time than usual. In the one case the advantages of the 
employment rise above, in the other they fall below the common 
level. The demand for coxmtry labour is greater at hay-time and 
harvest, than during the greater part of the year; and wages rise with 
the demand. In time of war, when forty or fifty thousand sailors are 
forced from the merchant service into that of Ae king, the demand 
for sailors to merchant ships necessarily rises with their scarcity, and 
their wages upon such occasions commonly rise from a guinea and 
seven-and-twenty shillings, to forty shillings and three pounds a 
month. In a decaying manufacture, on the contrary, many work- 
men, rather than quit their old trade, are contented with smaller 
wages than would otherwise be suitable to the nature of their 
employment. 

and pro fits fluctuate The profits of stock vary with the price of the 
'th^comrnodUy^ commodities in which it is employed. As the price 

produced: of any commodity rises above the ordinary or 

average rate, the profits of at least some part of the stock that is 
employed in bringing it to market, rise above their proper level, and 
as it falls they sink below it. All commodities are more or less liable 
to variations of price, but some are much more $0 than others. In all 
commodities which arc produced by human industry, the quantity 
of industry annually employed is necessarily regulated by the annual 
demand, in such a manner that the average annual produce may, as 
nearly as possible, be equal to the average annual consumption. In 
some employments, it has already been observed,^ the same quantity 
of industry will always produce the same, or very nearly the same 
quantity of commodities. In the linen or woollen manufactures, for 
example, the same number of hands will annually work up very 
nearly the same quantity of hnen and woollen cloth. The variations 
in the market price of such commodities, therefore, can arise only 
from some accidental variation in the demand. A public mourning 
raises the price of black cloth,* But as the demand for most sorts of 
plain linen and wooUen cloth is pretty uniform, so is likewise the 
price. But there are other employments in which the same quantity 
of industry will not always produce the same quantity of com** 
modities. The same quantity of industry, for example, will, in 
different years, produce very different quantities of com, wine, hops, 
^ [Above, p, 66.] • [The illustradoKi has already been used above, p. 67.] 
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sugar, tobacco, 6cc, The price of such commodities, therefore, varies 
not only with the variations of demand, but with the much greater 
and more frequent variations of quantity, and is consequently 
extremely fluctuating. But the profit of some of the dealers must 
necessarily fluctuate with the price of the commodities. The 
operations of the speculative merchant are principally employed 
about such commodities. He endeavours to buy them up when he 
foresees that their price is likely to rise, and to sell them whin it is 
likely to fall. \ 

and (j) the employ^- Thirdly, This equality in the whole of the advan- 

ments must be the t2iacs and disadvantages of the different employ- 
principal employ- ^ \ ' 

ment of those who ments oi labour and stock, can take place only in 

occupy them, such as are the sole or principal employments of 

those who occupy them. 

since people main- When a person derives his subsistence from one 
employment, which does not occupy the greater 
(heap at another, part of his time; in the intervals of his leisure he is 
often willing to work at another for less wages than would otherwise 
suit the nature of the employment. 

like the Scotch There Still subsists in many parts of Scotland a set 
cotters, q£ people called Cotters or Cottagers, though they 

were more frequent some years ago than they arc now. They are a 
sort of out-servants of the landlords and farmers. The usual reward 
which they receive from their masters is a house, a small garden for 
pot herbs, as much grass as will feed a cow, and, perhaps, an acre or 
two of bad arable land. When their master has occasion for their 
^labour, he gives them, besides, two pecks of oatmeal a week, worth 
about sixteen pence sterling. During a great part of the year he has 
little or no occasion for their labour, and the cultivation of their own 
litde possession is not sufficient to occupy the time which is left at 
their own disposal. When such occupiers were more numerous than 
they arc at present, they arc said to have been willing to give thdr 
spare time for a very small recompcncc to any bo^y, and to have 
wrought for less wages than other labourers. In ancient times they 
seem to have been common all over Europe. In countries ill cul- 
tivated and worse inhabited, the greater part of landlords and 
farmers could not otherwise provide themselves with the extra- 
ordinary number of hands, which country labour requires at certain 
seasons. The daily or weekly recompence which such labourers 
occasionally received from dieir masters, was evidently not the 
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whole price of their labour. Their small tenement made a consider- 
able part of it. This daily or weekly rccompcnce, however, seems 
to have been considered as the whole of it, by many writers who 
have collected the prices of labour and provisions in ancient times, 
and who have taken pleasure in representing both as wonderfully low. 
Shetland knitters. The produce of such labour comes frequently 
cheaper to market than would otherwise be suitable to its nature. 
Stockings in many parts of Scotland are knit much cheaper than 
they can any-where be wrought upon the loom. They are the work 
of servants and labourers, who derive the principal part of their 
subsistence from some other employment. More than a thousand 
pair of Shetland stockings are annually imported into Leith, of 
which the price is from five pence to seven pence a pair. At Lear- 
wick, the small capital of the Shetland islands, ten pence a day, I have 
been assured, is a common price of common labour. In the same 
islands they knit worsted stockings to the value of a guinea a pair 
and upwards. 

Scotch linen The spimiing of Unen yarn is carried on in Scotland 

spinners, neatly in the same way as the knitting of stockings, 

by servants who are chiefly hired for other purposes. They earn but 
a very scanty subsistence, who endeavour to get their whole 
livelihood by either of those trades. In most parts of Scotland she is 
a good spinner who can earn twenty pence a week. 
and London lodging! In Opulent Countries the market is generally so 
house keepers. extcnsivc, that any one trade is sufficient to employ 
the whole labour and stock of those who occupy it. Instances of 
people’s living by one employment, and at the same time deriving 
some little advantage from another, occur chiefly in poor countries. 
The following instance, however, of something of the same kind 
is to be found in the capital of a very rich one. There is no city in 
Europe, I believe, in which house-rent is dearer than in London, and 
yet I know no capital in which a furnished apartment can be hired 
so cheap. Lodging is not only much cheaper in London than in 
Paris; it is much cheaper than in Edinburgh of the same degree of 
goodness; and what may seem extraordinary, the dearness of house- 
rent is the cause of the cheapness of lodging. The dearness of house- 
rent in London arises, not only from diosc causes which render it 
dear in all great capitals, the dearness of labour, the dearness of all the 
materials of building, which must generally be brought from a 
great distance, and above all the dearness of ground-rent, every 
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landlord acting the part of a monopolist, and frequently exacting 
a higher rent for a single acre of bad land in a town, than can be had 
for a hundred of the best in the country; but it arises in part from 
the peculiar manners and customs of the people which oblige every 
master of a family to hire a whole house from top to bottom. A 
dwelling-house in England means every thing that is contained 
imder the same roof. In France, Scotland, and many other j^rts of 
Europe, it frequently means no more than a single story. A trades- 
man in London is obliged to hire a whole house in that part pf the 
town where his customers live. His shop is upon the ground^floor, 
and he and his family sleep in the garret; and he endeavours tq pay 
a part of liis house-rent by letting the two middle stories to lodgers. 
He expects to maintain his family by his trade, and not by his 
lodgers. Whereas, at Paris and Edinburgh, the people who let 
lodgings have commonly no other means of subsistence; and the 
price of the lodging must pay, not only the rent of the house, but 
the whole cxpencc of the family. 


PART II 

Inequalities occasioned by the Policy of Europe 

The policy of Such are the inequalities in the whole of the 
^orTimpornnT advantages and disadvantages of the different em- 
inequalities ploymcnts of labour and stock, which the defect 

of any of the three requisites above-mentioned must occasion, 
even where there is the most perfect liberty. But the pohey of 
Europe, by not leaving things at perfect Uberty, occasions other 
inequahties of much greater importance. 

in three ways: It docs this chiefly in the three following ways. 

First, by restraining the competition in some cmployBients to a 
smaller number than would otherwise be disposed to enter into 
them; secondly, by increasing it in others beyond what it naturally 
would be; and, thirdly, by obstructing the free circulation of labour 
and stock, both from employment to employment and from place 
to place. 

(i) It restricts com- policy of Europc occasions a very impor- 

peHtion in some em- tant inequality in the whole of the advantages and 
ployments, disadvantages of the different employments of 

labour and stock, by restraining the competition in some employ- 
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ments to a smaller number than might otherwise be disposed to 
enter into them. 

principally by giving The exclusive privileges of corporations are the 
exclusive privileges principal means it makes use of for this purpose. 

which require long The exclusive privilege of an incorporated trade 
limiuhe^^^^^ necessarily restrains the competition, in the town 
number of where it is established, to those who are free of the 

apprentices. trade. To have served an apprenticeship in the town, 

under a master properly qualified, is commonly the necessary 
requisite for obtaining this freedom. The bye-laws of the corpora- 
tion regulate sometimes the number of apprentices which any 
master is allowed to have, and almost always the number of years 
which each apprentice is obliged to serve. The intention of both 
regulations is to restrain the competition to a much smaller number 
than might otherwise be disposed to enter into the trade. The limita- 
tion of the number of apprentices restrains it directly. A long term 
of apprenticeship restrains it more indirectly, but as effectually, by 
increasing the expence of education. 

In Sheffield no master cutler can have more than one apprentice 
at a time, by a bye-law of the corporation. In Norfolk and Norwich 
no master weaver can have more than two apprentices, under pain 
of forfeiting five pounds a month to the king.^ No master hatter 
can have more than two apprentices any-where in England, or in 
the EngUsh plantations, under pain of forfeiting five pounds a 
month, half to the king, and half to him who shall sue in any court 
of record.^ Both these regulations, though they have been con- 
firmed by a pubhe law of the kingdom, are evidently dictated by 
the same corporation spirit which enacted the bye-law of Sheffield.* 
The silk weavers in London had scarce been incorporated a year 
when they enacted a bye-law, restraining any master from havii^ 
more than two apprentices at a time. It required a particular act of 
parliament to rescind this bye-law.* 


' [Under 15 and 14 Car. IL, c. 5, § 18,] 

* [8 Eliz., c. II, § 8; I Jac. I., c. 17, § 3; 5 Geo. II., c. 22.] 

* [But 8 Eliz., c. 11, was enacted *at the lamentable suit and complaint* not of the 
hatters but of the cap-makers, who alleged that they were being impoverished by the 
excessive use of hats, which were made of foreign wool, and the extension to the 
colonies of the restriction on apprentices by 5 Geo. 11 ., c. 22, was doubtless suggested 
by the English hatters* jt^ousy of the American hatters, so that this r^uhtion was not 
dictated by quite ie same spirit as the Sheffield by 4 aw.] 

* (The preamble of 13 and 14 Car. II., c. 15. says that the company of silk throwers 
in London were incorporated in 1629, and the preamble of 20 Car. II., c. 6, says that 
the trade had lately l^n obstructed t^ause the company had endeavoured to put into 
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Seven years is the Seven years seem anciently to have been, all over 
usual period of Europe, the usual term established for the duration 

apprenticeship, apprenticeships in the greater part of incor- 

porated trades. All such incorporations were anciently called 
universities; which indeed is the proper Latin name for any incor- 
poration whatever. The imiversity of smiths, the university of 
taylors, &c. arc expressions which we commonly meet with in the 
old charters of ancient towns. ^ When those particular incorpora- 
tions which arc now peculiarly called universities were fir^t estab- 
lished, the term of years which it was necessary to study, ih order 
to obtain the degree of master of arts, appears evidently to have been 
copied from the term of apprenticeship in common trades, or\which 
the incorporations were much more ancient. As to have wrought 
seven years under a master properly quahfied, was necessary, in 
order to entitle any person to become a master, and to have himself 
apprentices in a common trade; so to have studied seven years under 
a master properly qualified, was necessary to entitle him to become 
a master, teacher, or doctor (words anciently synonimous) in the 
liberal arts, and to have scholars or apprentices (words likewise 
originally synonimous) to study under him. 

The Statute of By the 5th of Elizabeth, commonly called the 
which^requted)t Statute of Apprenticeship, ^ it was enacted, that no 
everywhere in person should for thc future exercise any trade, 
mystery at that time exercised in England, 
towns, unless he had previously served to it an apprentice- 

ship of seven years at least; and what before had been the bye-law 
of many particular corporations, became in England thc general and 
public law of all trades carried on in market towns. For though the 
words of the statute are very general, and seem plainly to include 
thc whole kingdom, by interpretation its operation has been limited 
to market towns, it having been held that in country villages a 
person may exercise several different trades, though he has not 
served a seven years apprenticeship to each, they being necessary 

execution a certain by-law nude by them nearly forty years since, restricting thc free- 
men to 160 spindles and the assistants to 240. The act 20 Car. II.. c. 6, accordingly 
declares this by-law void. It also enacts that ‘no by-law already made or hereafter to be 
made by the said company shall limit thc number of apprentices to less than three*.] 
^ [‘In Italy a mesticre or company of artisans and tradesmen was sometimes styled an 
ars or universitas, . , , The company of mercers of Rome are styled unipersitas merd- 
morum, and thc company of bakers there universitas pistarum.' — Madox, firm Bur^i, 
I72(S, p. 32.] 

MC. 4, §31.] 
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for the conveniency of the inhabitants, and the number of people 
frequently not b(?hig sufficient to supply each with a particular 
set of hands.^ 


and to trades exist- ^ interpretation of the words too the 

ing when it was operation of this statute has been Umited to those 
trades which were established in England before 
the 5 th of Elizabeth, and has never been extended to such as have 
been introduced since that time.^ This limitation has given occasion 
to several distinctions which, considered as rules of police, appear 
as foolish as can well be imagined. It has been adjudged, for example, 
that a coach-maker can neither himself make nor employ journey- 
men to make his coach-wheels; but must buy them of a master 
wheel- wright; this latter trade having been exercised in England 
before the 5th of Elizabeth.^ But a whcel-wright, though he has 
never served an apprenticeship to a coach-maker, may either him- 
self make or employ journeymen to make coaches; the trade of a 
coach-maker not being within the statute, because not exercised in 
England at the time when it was made.^ The manufactures of Man- 
chester, Birmingham, and Wolverhampton, are many of them, 
upon this account, not within the statute; not having been exercised 
in England before the 5 th of Ehzabeth. 

The term varies in In France, the duration of apprenticeships is different 
in different towns and in different trades. In Paris, 
five years is the term required in a great number; but before any 
person can be quahfied to exercise the trade as a master, he must, in 
many of them, serve five years more as a journeyman. During this 
latter term he is called the companion® of his master, and the term 
itself is called his companionship.® 

mid Seotlrntd, where Scotland there is no general law which regulates 
the regulations are universally the duration of apprenticeships. The 
less oppressive. tCTm is different in different corporations. Where 
it is long, a part of it may generally be redeemed by paying a small 
fine. In most towns too a very small fine is sufficient to purchase the 
freedom of any corporation. The weavers of linen and hempen 


^ [*It hath been held that this statute doth not restrain a man from using several 
trades, so as he had been an apprentice to all; wherefore it indemnifies all petty chap- 
men in little towns and villages because their masters kept the same mixed trades 
before.* — Matthew Bacon, New Abridgemetit of the Law^ 3rd ed., 1768, vol. iii.* p. 553, 
s.v. Master and servant.] • [Ibid., vol. iii., p. 552.] ® [Ibid.^ vol. i., p, 553.] 

* [Bacon {ibid., iii., 553), however, says distinctly: *A coachmaker is withm this 
statute,’ on the authority of Ventris’ Reports, p. 346.] 

^ [Compagnon.] • [Compagnonnage.] 



136 POLITICAL INEQUALITIES OF [BK, I 

cloth, the principal manufactures of the country, as well as all other 
artificers subservient to them, wheel-makers, reel-makers, &c. may 
exercise their trades in any town corporate without paying any fine. 
In all towns corporate all persons are firee to sell butcher’s meat upon 
any lawful day of the week Three years is in Scotland a common 
term of apprenticeship, even in some very nice trades; and in general 
I know of no country in Europe in which corporation laMl^s are so 
little oppressive. 

All such The property which every man has in ms own 

hnp^^tinentVs kbour, as it is the original foundation of all other 

oppressive. property,^ so it is the most sacred and inviolable. 

The patrimony of a poor man lies in the strength and dexteijity of 
his hands; and to hinder him from employing this strength and 
dexterity in what manner he thinks proper without injury to his 
neighbour, is a plain violation of this most sacred property. It is a 
manifest encroachment upon the just liberty both of the workman, 
and of those who might be disposed to employ him. As it hinders 
the one from working at what he thinks proper, so it hinders the 
others from employing whom they think proper. To judge whether 
he is fit to be employed, may surely be trusted to the discretion of 
the employers whose interest it so much concerns. The affected 
anxiety of the law-giver lest they should employ an improper 
person, is evidently as impertinent as it is oppressive. 

Long apprentice- ^he institution of long apprenticeships can give no 
ships are no security security that insufficient workmanship shall not 
against bad work, frequently be exposed to public sale. When this is 
done it is generally the effect of fraud, and not of inability; and the 
longest apprenticeship can give no security against fraud. Quite 
different regulations arc necessary to prevent this abuse. The ster- 
ling mark upon plate, and the stamps upon linen* and woollen 
cloth,* give the purchaser much greater security than My statute of 
apprenticeship. He generally looks at these, but never thinks it worth 
while to enquire whether the workmen had served a seven years 
apprenticeship. 

md do not form institution of long apprenticeslups has no 

young people to tendency to form young people to industry. A 
industry. journeyman who works by the piece is likely to be 

^ [Contrast with this the account of the origin of property in the Lectures, pp- 
107-127.] 

* [Of Scotch manufacture, 10 Ann., c. 21; 13 Geo. L, c. 26.] 

* [39 Eliz., c. 20; 43 Eliz., c. 10, § 7.] 
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industrious, because he derives a benefit from every exertion of his 
industry. An apprentice is likely to be idle, and almost always is so, 
because he has no immediate interest to be otherwise. In the inferior 
employments, the sweets of labour consist altogether in the recom- 
pence of labour. They who are soonest in a condition to enjoy the 
sweets of it, are likely soonest to conceive a rcHsh for it, and to acquire 
the early habit of industry. A young man naturally conceives an aver- 
sion to labour, when for a long time he receives no benefit from it. 
The boys who are put out apprentices from pubHc charities arc 
generally bound for more than the usual number of years, and they 
generally turn out very idle and worthless. 

Apprenticeships Apprenticeships were altogether unknown to the 
were unknown to ancicnts. The reciprocal duties of master and appren- 
the ancients, make a considerable article in every modem 

code.^ The Roman law is perfectly silent with regard to them. I 
know no Greek or Latin word (I might venture, I beheve, to assert 
that there is none) which expresses the idea we now annex to the 
word Apprentice, a servant bound to work at a particular trade for 
the benefit of a master, during a term of years, upon condition that 
the master shall teach him that trade. 

Long apprentice- ^ong apprenticeships are altogether unnecessary. 
ships are altogether The arts, which arc much superior to common 
unnecessary. trades, such as those of making clocks and watches, 

contain no such mystery as to require a long course of instruction. 
The first invention of such beautiful machines, indeed, and even that 
of some of the instruments employed in making them, must, no 
doubt, have been the work of deep thought and long time, and may 
justly be considered as among the happiest efforts of human ingen- 
uity. But when both have been fairly invented and are well 
understood, to explain to any young man, in the completest man- 
ner, how to apply the instruments and how to constnia the 
machines, cannot well require more than the lessons of a few weeks: 
perhaps those of a few days might be sufficient. In the common 
mechanic trades, those of a few days might certainly be sufficient. 
The dexterity of hand, indeed, even in common trades, cannot be 
acquired without much practice and experience. But a young man 
would practise with much more dihgence and attention, if from the 
beginning he wrought as a journeyman, being paid in proportion 

^ [The article on apprentices occupies tw«ity**four pages in Riciiard Bum s JusHat 
of the Peace, I7<>4*] 
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to the little work which he could execute, and paying in his turn for 
the materials which he might sometimes spoil through awkward- 
ness and inexperience. His education would generally in this way 
be more effectual, and always less tedious and expensive. The 
master, indeed, would be a loser. He would lose all the wages of the 
apprentice, which he now saves, for seven years together. In the 
end, perhaps, the apprentice himself would be a loser. In a trade so 
easily learnt he would have more competitors, and his wages, when 
he came to be a complete workman, would be much less thap. at 
present. The same increase of competition would reduce the profits 
of the masters as well as the wages of the workmen. The trades, \the 
crafts, the mysteries,^ would all be losers. But the public would bV a 
gainer, the work of all artificers coming in this way much cheaper 
to market. 

Corporations were It is to prevent this reduction of price, and conse- 

establishedto keep quently of Wages and profit, by restraining that 
up prices and consc-- i ' . 

quently wages and itce competition which would most certauily 
occasion it, that all corporations, and the greater 
part of corporation laws, have been cstabhshed. In order to erect a 
corporation, no other authority in ancient times was requisite in 
many parts of Europe, but that of the town corporate in which it 
was established. In England, indeed, a charter from the king was 
likewise necessary. But this prerogative of the crown seems to have 
been reserved rather for extorting money from the subject, than for 
the defence of the common liberty against such oppressive monopo- 
lies. Upon paying a fine to the king, the charter seems generally 
to have been readily granted; and when any particular class of 
artificers or traders thought proper to act as a corporation without 
a charter, such adulterine guilds, as they were called, were not always 
disfiranchised upon that account, but obliged to fine annually to the 
long for permission to exercise their usurped privileges.* The 
immediate inspection of all corporations, and of the bye-laws which 
they might think proper to enact for their own government, 
belonged to the town corporate in which they were established; 
and whatever discipline was exercised over them, proceeded com- 

^ [The last two terms seem to be used rather contemptuously. Probably Smith had 
fresh in his recollection the passage in which Madox ridicules as a ‘piece of puerility’ 
the use of the English word ‘misteric,* derived from ‘the Gallick word mestcra, 
mistera and misteria,* as if it ‘signified something fivortfpuoBes, mysterious .’ — Firma 
Bufgi, 33 - 35*1 

^ See Madox Firma Burgi, p. 26, &c. [This note appears first m cd. a.] 
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monly, not from the king, but from that greater incorporation of 
which those subordinate ones were only parts or members.^ 
by means of which The government of towns corporate was altogether 

^expenfto/thf ^ ^ hands of traders and artificers; and it was the 
country, manifest interest of every particular class of them, 

to prevent the market from being over-stocked, as they commonly 
express it, with their own particular species of industry; which is in 
reality to keep it always under-stocked. Each class was eager to 
establish regulations proper for this purpose, and, provided it was 
allowed to do so, was willing to consent that every other class 
should do the same. In consequence of such regulations, indeed, each 
class was obliged to buy the goods they had occasion for from every 
other within the town, somewhat dearer than they otherwise might 
have done. But in rccompence, they were enabled to sell their own 
just as much dearer; so that so far it was as broad as long, as they say; 
and in the dealings of the different classes within the town with one 
another, none of them were losers by these regulations. But in their 
dealings with the coimtry they were all great gainers; and in these 
latter dealings consists the whole trade which supports and enriches 
every town. 

being enabled to get Every town draws its whole subsistence, and all the 

the produce of a materials of its industry, from the country. It pays 
larger quantity of c \ in- r t i- 1 1 

country labour in tor these chiefly m two ways: first, by sending back 

exchange for the the country a part of those materials wrought 

produce of a smaller , r 1 • i-i • • 

quantity of their Up and manufactured; m which case their pnee is 
augmented by the wages of the workmen, and the 
profits of their masters or immediate employers: secondly, by 
sending to it a part both of the rude and manufactured produce, 
either of other countries, or of distant parts of the same country, 
imported into the town; in which case too the original price of 
those goods is augmented by the wages of the carriers or sailors, and 
by the profits of the merchants who employ them. In what is 
gained upon the first of those two branches of commerce, consists 
the advantage which the town makes by its manufactures; in what 
is gained upon the second, the advantage of its inland and foreign 
trade. The wages of the workmen, and the profits of thdr different 
employers, make up the whole of what is gained upon both. What- 
ever regulations, therefore, tend to increase those wages and profits 

^ [‘Peradvcnttire from these secular gilds or in imitation of them sprang tfie mediod 
or practice of gildating and embodying whole towns.*— Madox, Pirma Burgi, p. ay.] 
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beyond what they otherwise would be, tend to enable the town to 
purchase, with a smaller quantity of its labour, the produce of a 
greater quantity of the labour of the country. They give the traders 
and artificers in the town an advantage over the lan^ords, farmers, 
and labourers in the country, and break down that natural equality 
which would otherwise take place in the commerce which is carried 
on between them. The whole annual produce of the labour df the 
society is annually divided between those two different sqfs of 
people. By means of those regulations a greater share of it is ^ven 
to the inhabitants of the town than would otherwise fall to thbm; 
and a less to those of the country. \ 

as the exports of a which the town really pays for the pi^o- 

town are the real visions and materials annually imported into it, is 
price of Us imports, quantity of manufactures and other goods 

annually exported from it. The dearer the latter are sold, the cheaper 
the former arc bought. The industry of the town becomes more, 
and that of the country less advantageous. 

That town industry That the industry which is carried on in towns is, 
%owTbY^L^large cvery-where in Europe, more advantageous than 
fortunes made in it. that which is carried on in the country, without 
entering into any very nice computations, we may satisfy our- 
selves by one very simple and obvious observation. In every country 
of Europe we find, at least, a hundred people who have acquired 
great fortunes from small beginnings by trade and manufactures, 
the industry which properly belongs to towns, for one who has 
done so by that which properly belongs to the country, the raising 
of rude produce by the improvement and cultivation of land. 
Industry, therefore, must be better rewarded, the wages of labour 
and the profits of stock must evidently be greater in the one situa- 
tion than in the other. ^ But stock and labour naturally seek the most 
advantageous employment. They naturally, therefore,^ resort as 
much as they can to the town, and desert the country. 

Combination is inhabitants of a town, being collected into one 

easy to the in- place. Can easily combine together. The most 
habitants of a town, insignificant trades carried on in tovms have 

accordingly, in some place or other, been incorporated; and even 
where they have never been incorporated, yet the corporation spirit, 
the jealousy of strangers, the aversion to take apprentices, or to com- 

^ [The argument is unsound in the absence of any proof that the more numerous 
successes are not counterbalanced by equally numerous mlures; cp. above p. 124, note.] 
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municatc the secret of their trade, gaierally prevail in them, and 
often teach them, by voluntary associations and agreements, to 
prevent that free competition which they cannot prohibit by bye- 
laws. The trades which employ but a small number of hands, run 
most easily into such combinations. Half a dozen wool-combers, 
perhaps, are necessary to keep a thousand spinners and weavers at 
work. By combining not to take apprentices they can not only 
engross the employment, but reduce the whole manufacture into a 
sort of slavery to themselves, and raise the price of their labour much 
above what is due to the nature of their work. 
and difficult to those ^he inhabitants of the country, dispersed in distant 

of the country, who places, Cannot easily combine together.^ They have 

are dispersed and 1 t • j 1 1 

not governed by the ^^ver been incorporated, but the corpora- 

corporaHon spirit. tion Spirit never has prevailed among them. No 
^s^prescriMfof^ apprenticeship lias ever been thought necessary to 
farming though a qualify for husbandry, the great trade of the 
difficult art, country. After what are called the fine arts, and the 

liberal professions, however, there is perhaps no trade which 
requires so great a variety of knowledge and experience. The in- 
numerable volumes which have been written upon it in all lan- 
guages, may satisfy us, that among the wisest and most learned 
nations, it has never been regarded as a matter very easily under- 
stood. And from all those volumes we shall in vain attempt to 
collect that knowledge of its various and complicated operations, 
which is commonly possessed even by the common farmer; how 
contemptuously soever the very contemptible authors of some of 
them may sometimes affect to speak of him. There is scarce any 
common mechanic trade, on the contrary, of which all the opera- 
tions may not be as completely and distinctly explained in a 
pamphlet of a very few pages, as it is possible for words illustrated 
by figures to explain them. In the history of the arts, now pub- 
lishing by the French academy of sciences,* several of them arc 
actually explained in this manner. The direction of operations, 
besides, which must be varied with every change of the weather, as 
well as with many other accidents, requires much more judgment 
and discretion, than that of those which are always the same or very 
nearly the same. 


^ [Below, voL ii., pp. 173, 174,] 

* [Descriptions des Arts et Mdtiers faites approtivdes par Messieurs de VAcad^e 
Royale des Sciences, 1761-88.] 
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or for the inferior Not Only the art of the farmer, the general direction 
branches of country of the Operations of husbandry, but many inferior 
quire more skill branches ot country labour, requne much more 
than most mechanic skill and experience than the greater part of 
trades, mechanic trades. The man who works upon brass 

and iron, works with instruments and upon materials of which the 
temper is always the same, or very nearly the same. But thi man 
who ploughs the ground with a team of horses or oxen, work^ with 
instruments of which the health, strength, and temper, are\very 
different upon different occasions. The condition of the materials 
which he works upon too is as variable as that of the instruni^ents 
which he works with, and both require to be managed with mSuch 
judgment and discretion. The common ploughman, though 
generally regarded as the pattern of stupidity and ignorance, is 
seldom defective in this judgment and discretion. He is less accus- 
tomed, indeed, to social intercourse than the mechanic who lives 
in a town. His voice and language are more uncouth and more 
difficult to be understood by those who are not used to them. His 
understanding, however, being accustomed to consider a greater 
variety of objects, is generally much superior to that of the other, 
whose whole attention from morning till night is commonly 
occupied in performing one or two very simple operations. How 
much the lower ranks of people in the country are really superior to 
those of the town, is well known to every man whom either busi- 
ness or curiosity has led to converse much with both.^ In China and 
Indostan accordingly both the rank and the wages of country 
labourers are said to be superior to those of the greater part of 
artificers and manufacturers. They would probably be so every- 
where, if corporation laws and the corporation spirit did not 
prevent it. 

The superiority of The Superiority which the industry of’^the towns 
^e^ancedh^other cvery-whcre in Europe over that of the coun- 
regulations, such as try, is not altogether owing to corporations and 
'^ign'ZZfac- corporation laws. It is supported by many other 
iures, regulations. The high duties upon foreign manu- 

factures and upon all goods imported by ahen merchants, all tend 
to the same purpose. Corporation laws enable the inhabitants of 
towns to raise their prices, without fearing to be under-sold by the 
free competition of their own countrymen. Those other regulations 
^ [Lectures, p. 255 .] 
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secure them equally against that of foreigners. The enhancement of 
price occasioned by both is evcry-wherc finally paid by the land- 
lords, farmers, and labourers of the country, who have seldom 
opposed the establishment of such monopolies. They have com- 
monly neither inclination nor fimess to enter into combinations; 
and the clamour and sophistry of merchants and manufacturers 
easily persuade them that the private interest of a part, and of a 
subordinate part of the society, is the general interest of the whole. 
The superioritY has Great Britain the superiority of the industry of 
declined in Great the towns over that of the country, seems to have 
Britain. greater formerly than in the present times. 

The wages of country labour approach nearer to those of manufac- 
turing labour, and the profits of stock employed in agriculture to 
those of trading and manufacturing stock, than they are said to have 
done in the last century, or in the beginning of the present. This 
change may be regarded as the necessary, though very late conse- 
quence of the extraordinary encouragement given to the industry 
of the towns. The stock accumulated in them comes in time to be 
so great, that it can no longer be employed with the ancient profit 
in that species of industry which is peculiar to them. That industry 
has its hmits hke every other; and the increase of stock, by increasing 
the competition, necessarily reduces the profit. The lowering of 
profit in the town forces out stock to the country, where, by 
creating a new demand for country labour, it necessarily raises its 
wages. It then spreads itself, if I may say so, over the face of the land, 
and by being employed in agriculture is in part restored to the 
country, at the expence of which, in a great measure, it had ori- 
ginally been accumulated in the town. That every-whcrc in Europe 
the greatest improvements of the country have been owing to such 
overflowings of the stock originally accumulated in the towns, I 
shall endeavour to show hereafter;^ and at the same time to demon- 
strate, that though some countries have by this course attained 
to a considerable degree of opulence, it is in itself necessarily 
slow, uncertain, liable to be disturbed and interrupted by in- 
numerable accidents, and in every respect contrary to the order of 
nature and of reason. The interests, prejudices, laws and customs 
which have given occasion to it, I shall endeavour to explain as 
fuUy and distinctly as I can in the third and fourth books of this 
inquiry. 


1 [Bdow, pp. 432"'445-] 



144 POLITICAL INEQUALITIES OF [bK. I 

Meetings of people People of the same trade seldom meet together, 
Zghtnono Z ^ merriment and diversion, but the conver- 

facilitated, sation ends in a conspiracy against the public, or in 

some contrivance to raise prices. It is impossible indeed to prevent 
such meetings, by any law which either could be executed, or would 
be consistent with liberty and justice. But though the law cannot 
hinder people of the same trade from sometimes assembling to- 
gether, it ought to do nothing to facilitate such assemblies^ much 
less to render them necessary. \ 

as hy registration of A regulation which obliges all those of the same 
traders, trade in a particular town to enter their names and 

places of abode in a public register, facilitates such asscmblits. It 
connects individuals who might never otherwise be known to one 
another, and gives every man of the trade a direction where to find 
every other man of it. 

by the establishmmt A regulation which enables those of the same trade 
wUomMd^^^ themselves in order to provide for their poor, 

orphans, their sick, their widows and orphans, by giving 

them a common interest to manage, renders such assemblies 


necessary. 

or by incorporation. An incorporation not only renders them necessary, 
but makes the act of the majority binding upon the whole. In a free 
trade an effectual combination cannot be established but by the 
unanimous consent of every single trader,^ and it cannot last longer 
than every single trader continues of the same mind. The majority 
of a corporation can enact a bye-law with proper penalties, which 
will limit the competition more effectually and more durably than 
any voluntary combination whatever. 

Corporations are The pretence that corporations are necessary for 
conupt^Sl^wZL better government of the trade, is without any 
men, foundation. The real and effectual discipline which 

is exercised over a workman, is not that of his corporation, but that 
of his customers. It is the fear of losing their employment which 
restrains his frauds and corrects his negligence. An exclusive corpora- 
tion necessarily weakens the force of this discipline. A particular 
set of workmen must then be employed, let them behave well or ill. 
It is upon this account, that in many large incorporated towns no 
tolerable workmen arc to be found, even in some of the most 
necessary trades. If you would have your work tolerably executed, 

^ [Ed. I reads ‘single member of it* here and in the next Une.] 
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it must be done in the suburbs, where the workmen, having no 
exclusive privilege, have nothing but their character to depend 
upon, and you must then smuggle it into the town as well as you 
can. 

It is in this manner that the pohcy of Europe, by restraining the 

competition in some employments to a smaller number than would 

otherwise be disposed to enter into them, occasions a very important 

inequahty in the whole of the advantages and disadvantages of the 

diflfercnt employments of labour and stock. 

(2) The policy of Secondly, The pohcy of Europe, by increasing the 

competition in some employments beyond what 

some trades. it naturally would be, occasions another incquaUty 

of an opposite kind in the whole of the advantages and disadvantages 

of the different employments of labour and stock. 

It cheapens the It has been considered as of so much importance 

education of the ^ proper number of yotine: people should be 

clergy and thereby - ^1 ? . r • ® ^ 1 

reduces their educated for certam professions, that, sometimes 

earnings; pubHc, and sometimes the piety of private 

founders have estabUshed many pensions, scholarships, exhibitions, 
bursaries, dec. for this purpose, which draw many more people into 
those trades than could otherwise pretend to follow them. In all 
Christian countries, I bcHevc, the education of the greater part of 
diurchmcn is paid for in this maimer. Very few of them are edu- 
cated altogether at their own cxpcnce. The long, tedious, and e3q)cn- 
sive education, therefore, of those who are, will not always procure 
them a suitable reward, the church being crowded with people who, 
in order to get employment, are willing to accept of a much smaller 
recompcnce than what such an education would otherwise have 
entitled them to; and in this manner the competition of the poor 
takes away the reward of the rich. It would be indecent, no doubt, 
to compare cither a curate or a chaplain with a journeyman m any 
common trade. The pay of a curate or chaplain, however, may very 
properly be considered as of the same nature with the wages of a 
journeyman. They are, all three, paid for their work according to 
the contract which they may happen to make with their respective 
superiors. Till after the middle of Ae fourteenth century, five merks, 
containing about as much silver as ten pounds of our present money, 
was in England the usual pay of a curate or^ stipendiary parish 
priest, as we find it regulated by the decrees of several diftorent 
^ [Edi. 4 and 5 eitoneousLy imert *a* here*] 
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national councils.^ At the same period four pence a day, containing 
the same quantity of silver as a shilling of our present money, was 
declared to be the pay of a master mason, and three pence a day, 
equal to nine pence of our present money, that of a journeyman 
mason. ^ The wages of both these labourers, therefore, supposing 
them to have been constantly employed, were much superior to 
those of the curate. The wages of the master mason, subposing 
him to have been without employment one third of the yeat\ would 
have fully equalled them. By the 12 th of Queen Anne, c. 1(2, it is 
declared, 

^‘That whereas for want of sufficient maintenance and cripour- 
agement to curates, the cures have in several places been meanly 
supplied, the bishop is, therefore, empowered to appoint by 
writing under his hand and seal a sufficient certain stipend or 
allowance, not exceeding fifty and not less than twenty pounds 
a year. ^ 

Forty pounds a year is reckoned at present very good pay for 
a curate, and notwithstanding this act of parliament, there arc many 
curacies under twenty poimds a year. There are Journeymen shoe- 
makers in London who cam forty pounds a year, and there is scarce 
an industrious workman of any kind in that metropolis who docs 
not earn more than twenty. This last sum indeed docs not exceed 
wh%t is frequently earned by common labourers in many country 
parishes. Whenever the law has attempted to regulate the wages ofi 
workmen, it has always been rather to lower them than to raise 
them. But the law has upon many occasions attempted to raise 
the wages of curates, and for the dignity of the church, to obhgc 
the rectors of parishes to give them more than the wretched main- 
tenance which they themselves might be willing to accept of. And 
in both cases the law seems to have been equally ineffedHial, and has 
never cither been able to raise the wages of curates, or to sink those 
of labourers to the degree that was intended; because it has never 
been able to hinder cither the one from being willing to accept of 
less than the legal allowance, on account of the indigence of their 
situation and the multitude of their competitors; or the other from 

^ [According to Richard Bum’s Ecclesiastical Law, 1763, s.u. Curates, six marks was 
the pay order^ by a constitutioii of Archbishop Islip till 1378, when it was raised to 
eight.] 

* See the Statute of labourers, 25 Ed. IIL [Below, p. 197. The note is not in cd. 1.] 
® [The quotation is not intended to be u^aHm, in spite of the inverted commas,] 
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receiving more, on account of the contrary competition of those 
who expected to derive either profit or pleasure from employing 
them. 

so that it is only "^hc great benefices and other ecclesiastical dig- 
the great benefices, nities support the honour of the church, notwith- 
Ihehmour^^thT Standing the mean circumstances of some of its 
English and Roman inferior members. The respect paid to the profession 
Catholic Churches. makes some compensation even to them for 

the meanness of their pecuniary recompence. In England, and in all 
Roman CathoUc countries, the lottery of the church is in reality 
much more advantageous than is necessary. The example of the 
churches of Scotland, of Geneva, and of several other protestant 
churches, may satisfy us, that in so creditable a profession, in which 
education is so easily procured, the hopes of much more moderate 
benefices will draw a sufficient number of learned, decent, and re- 
spcaable men into holy orders. 

The same cause, if In professions ill which there are no benefices, such 
^Treward^of physic, if an equal proportion of people 

lawyers and physi-^ were educated at the public expcncc, the competi- 
tion would soon be so great, as to sink very much 
their pecuniary reward. It might then not be worth any man’s while 
to educate his son to cither of those professions at his own expence. 
They would be entirely abandoned to such as had been educated by 
those public charities, whose numbers and necessities would oblige 
them in general to content themselves with a very miserable re- 
compence, to the entire degradation of the now respectable pro- 
fessions of law and physic, 

as it has done that That unprospcTous race of men commonly called 
of men of letters, letters, arc pretty much in the situation 

which lawyers and physicians probably would be in upon the fore- 
going supposition. In every part of Europe the greater part of them 
have been educated for the church, but have been hindered by 
different reasons firom entering into holy orders. They have 
generally, therefore, been educated at the public expcncc, and their 
numbers are every-where so great as commonly to reduce the price 
of their labour to a very paultry recompence. 
and that of teachers. Before the invention of the art of printing, the only 
employment by which a man of letters could make any thing by 
his talents, was that of a public or private^ teacher, or by com- 

1 [Ed. i docs not contain *or private*.] 
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municating to other people the curious and useful knowledge which 
he had acquired himself; And this is still surely a more honourable, a 
more useful, and in general even a more profitable employment than 
that other of writing for a bookseller, to which the art of printing has 
given occasion. The time and study, the genius, knowledge, and 
application requisite to qualify an eminent teacher of the scjienccs, 
are at least equal to what is necessary for the greatest practitio(ners in 
law and physic. But the usual reward of the eminent teachet bears 
no proportion to that of the lawyer or physician; because the trade 
of the one is crowded with indigent people who have been brought 
up to it at the public expence; whereas those of the other tw^ are 
incumbered with very few who have not been educated at their 
own. The usual recompcnce, however, of public and private tea- 
chers, small as it may appear, wotild undoubtedly be less than it is, 
if the competition of those yet more indigent men of letters who 
write for bread was not taken out of the market. Before the inven- 


tion of the art of printing, a scholar and a beggar seem to have been 
terms very nearly synonymous. The different governors of the 
universities before that time appear to have often granted licences 
to their scholars to bcg.^ 

who were much ancient times, before any charities of this kind 

better paid in had been established for the education of indigent 

anaent times, people to the learned professions, the rewards of 

eminent teachers appear to have been much more considerable. 
Isocrates, in what is called his discourse against the sophists, re- 
proaches the teachers of his own times with inconsistency. “They 
make the most magnificent promises to their scholars, says he, and 
tmdertake to teach them to be wise, to be happy, and to be just, and 
in return for so important a service they stipulate the faultry reward 
of four or five minae. They who teach wisdom, continues he, ought 
certainly to be wise themselves; but if any man were* to sell such a 
bargain for such a price, he would be convicted of the most evident 
folly He certainly does not mean here to exaggerate the reward, 
and we may be assured that it was not less than he represents it. Four 


1 [Hume, History, cd. of 1773, vol. iii., p, 403, quotes ii Hen. VII., c. 22, which 
forbids students to beg widiout permission from the dxancellor.] 

* [Eds. 1-3 read Vat*.] 

* iSS 3» 4' A incorrect translation. Arbuthnot, Tables of Andent 

Coins, Weights and Measures, and ed., 1754, p. X9S, refers to but does not quote the 
passage as his authority £(x stating the rewam of a sophist at four or five minae. He 
treats die mina as equju to £$ 4^* 7d., which at the rate of 62s. to the pound troy is 
considerably too low.] 
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minae were equal to thirteen pounds six shillit^s and eight pence: 
five minae to sixteen pounds thirteen shillings and four pence. Some- 
thing not less than the largest of those two sums, tierrfore, must at 
that time have been usually paid to the most enuncnt teachers at 
Athens. Isocrates himself demanded ten minae,^ or thirty-three 
pounds six shillings and eight pence, from each scholar. When he 
taught at Athens, he is said to have had an hundred scholars. I under- 
stand this to be the number whom he taught at one time, or who 
attended what we would call one course of lectures, a number which 
will not appear extraordinary from so great a city to so famous a 
teacher, who taught too what was at that time the most fashionable 
of all sciences, rhetoric. He must have made, therefore, by each 
course of lectures, a thousand minac, or 3,333 1 . 6 s. 8 d. A thousand 
minac, accordingly, is said by Plutarch in another place, to have been 
his Didactron, or usual price of teaching.® Many other eminent 
teachers in those times appear to have acquired great fortunes, 
Gorgias made a present to the temple of Delphi of his own statue 
in solid gold.® We must not, I presume, suppose that it was as large 
as the life. His way of living, as well as that of Hippias and Protag- 
oras, two other eminent teachers of those times, is represented by 
Plato as splendid even to ostentation.® Plato himself is said to have 
lived with a good deal of magnificence. Aristotle, after having been 
tutor to Alexander, and most munificently rewarded, as it is uni- 
versally agreed, both by him and his father Phihp,® thought it worth 
while, notwithstanding, to return to Athens, in order to resume the 
teaching of his school. Teachers of the sciences were probably in 
those times less common than they came to be in an age or two 
afterwards, when the competition had probably somewhat reduced 
both the price of their labour and the admiration for their persons. 
The most eminent of them, however, appear always to have en- 
joyed a degree of consideration much superior to any of the like 
profession in the present times. The Athenians seilt Camcades the 

^ [Plutarch, Demosthenes, c. v., § 3; Isocrates, § 30.] 

* [Axbuthnot, Tables ofAndent Coins, p. 198. wys* ‘Isocrates had from his (hsapics a 
didaoron or reward of 1,000 minae, £$,^29 3 S* 4 ^./ quotes *Plut. m Isocrate, 
whic^ says nothing about a Midactron,* but only that Isocrates charged ten minae ana 
had 100 pupils.— §§ 9, la, 30.] 

« [This story is from Pliny, H. N,. xxxiii., cap. iv., who remarks. Tanms crat 
docendae oratoriac quaestus,* but the commentators point out that earlier aumontses 
ascribe the erection of the statue not to Gorgias, but to the whole Greece,] 

* [It is diSicult to discover on what passage this statement is based.] 

* [Plutarch, Alexander*] 
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academic, and Diogenes the stoic, upon a solemn embassy to Rome; 
and though their city had then declined from its former grandeur, it 
was still an independent and considerable republic* Cameades too 
was a Babylonian by birth, ^ and as there never was a people more 
jealous of admitting foreigners to public offices than the Athenians, 
their consideration for him must have been very great. 

Perhaps this cheap- This inequality is upon the whole, perhaps, rather 
Z'dUa^muielo advantageous than hurtful to the pubhcAlt may 
the public. somewhat degrade the profession of a \ public 

teacher; but the cheapness of literary education is surely an Advan- 
tage which greatly over-balances this trifling inconvenienc^. The 
pubhc too might derive still greater benefit from it, if the constitu- 
tion of those schools and colleges, in which education is carried on 
was more reasonable than it is at present through the greater part 
of Europe.^ 

(5) The policy of Thirdly, The pohey of Europe, by obstructing the 
fhe%ldrcuktion circulation of labour and stock both from 

of labour. employment to employment, and from place to 

place, occasions in some cases a very inconvenient inequaHty in the 
whole of the advantages and disadvantages of their different 
employments. 

Apprenticeship and The Statute of apprenticeship® obstructs the free 

corporation circulation of labour from one employment to 

privileges obstruct , . 1 1 • 

circulation from another, even m the same place. The exclusive 

employment to privileges of corporations obstruct it from one 

employment ana . t i 

fiom plate to place, place to another, even m the same employment. 

So that the changes It frequently happens that while high wages arc 
"le^l^rJZ^quaiise ^ Workmen in one manufacture, those 

wages are prevented, in another are obHgcd to content themselves with 
bare subsistence. The one is in an advancing state, and has, therefore, 
a continual demand for new hands: The other is in a dSdining state, 
and the super-abundance of hands is continually increasing. Those 
two manufactures may sometimes be in the same town, and some- 
times in the same neighbourhood, without being able to lend the 
least assistance to one another. The statute of apprenticeship may 
oppose it in the one case, and both that and an exclusive corpora- 
tion m the other. In many different manufactures, however, the 


^ [This is a slip. Cameades was a native of Gyrene, and it was his colleague Diogenes 
who was a Babylonian by birth.] 

• [Below, vol. ii., pp. 282-296.] * [Above, p. 134.J 
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operations are so much alike, that the workmen could easily change 
trades with one another, if those absurd laws did not hinder them. 
The arts of weaving plain linen and plain silk, for example, are al- 
most entirely the same. That of weaving plain wooUen is somewhat 
different; but the difference is so insignificant, that either a linen 
or a silk weaver might become a tolerable workman in a very few 
days. If any of those three capital manufactures, therefore, were 
decaying, the workmen might find a resource in one of the other two 
which was in a more prosperous condition; and their wages woidd 
neither rise too high in the thriving, nor sink too low in the decay- 
ing manufacture. The linen manufacture indeed is, in England, by 
a particular statute,^ open to every body; but as it is not much 
cultivated through the greater part of the country, it can afford no 
general resource to the workmen of other decaying manufactures, 
who, wherever the statute of apprenticeship takes place, have no 
other choice but either to come upon the parish, or to work as 
common labourers, for which, by their habits, they are much 
worse qualified than for any sort of manufacture that bears any 
resemblance to their own. They generally, therefore, chuse to come 
upon the parish. 

What obstmets the Whatever obstructs the free circulation of labour 
from one employment to another, obstructs that 
of stock. of stock likewise; the quantity of stock which can 

be employed in any branch of business depending very much upon 
that of the* labour which can be employed in it. Corporation laws, 
however, give less obstruction to the free circulation of stock from 
one place to another than to that of labour. It is every-wherc much 
easier for a wealthy merchant to obtain the privilege of trading in a 
town corporate, than for a poor artificer to obtain that of working 
in it. 

iH England the Thc obstruction which corporation laws give to the 
arculatim ^labour circulation of labour is common, I believe, to 
simltedhy the poor every part of Europe. That which is given to it by 
the poor laws is, so far as I know,* peculiar to 
England. It consists in the difficulty which a poor man finds in ob- 
taining a settlement, or even in being allowed to exercise his indus- 
try in any parish but that to which he belongs. It is the labour of 
artificers and manufacturers only of which the free circulation is 


* [Ed, 1 does not contain *thc\] 


* [15 Car. II., c. 15.] 

• [Ed. I places thc ‘is* here.] 
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obstructed by corporation laws. The difficulty of obtaining settle- 
ments obstructs even that of common labour. It may be worth while 
to give some account of the rise, progress, and present state of this 
disorder, the greatest perhaps of any in the poHce of England. 

Each parish was to When by the destruction of monasteries the poor 

deprived of the charity of those rehgious 
EHz,,c,2; houses, after some other ineffectual attempts for 

their reUef, it was enacted by the 43 d of Elizabeth, c. 2, thit every 
parish should be bound to provide for its own poor; and that over- 
seers of the poor should be annually appointed, who, wifh the 
churchwardens, should raise, by a parish rate, competent suiijs for 
this purpose. ' 

these were deter^ By this Statute the necessity of providing for their 
^^nto\Tsuch indispensably imposed upon every 

as had resided forty parish. Who were to be considered as the poor of 
days, mthin which parish, became, therefore, a question of some 

ttme, however, <i . * , . . - ^ . . 

new inhabitant importance. This question, after some variation, 
might be removed, at last determined by the 13th and 14th of 

Charles II.^ when it was enacted, that forty days undisturbed resi- 
dence should gain any person a settlement in any parish; but that 
within that time it should be lawful for two justices of the peace, 
upon complaint made by the churchwardens or overseers of the 
poor, to remove any new inhabitant to the parish where he was last 
legally settled;* unless he either rented a tenement of ten pounds 
a year, or could give such security for the discharge of the parish 
where he was then living, as those justices should judge sufficient. 
Notice in writing Some frauds, it is said, were committed in conse- 
7 henew^^hiitmt Statute; parish officers sometimes 

by 1 James ll. bribing their own poor to go clandestinely to 

another parish and by keeping themselves concealed for forty days 
to gain a settlement there, to the diselmge of that to which they 
properly belonged. It was enacted, therefore, by the ist of James 

1 [C. 12.] 

* [This account of the provisions of the Acts regarding settlement, though not in- 
correct, inverts the order of the ideas which prompted thm. The preamble complains 
that owing to defects in the law *poor people are not restrained from going from one 
parish to another and therefore do endeavour to settle themselves in diose paruto 
where there is the best stock,* and so forth, and the Act therefore gives the justices 
power, *within forty days after any such person or persems coming so to settle as 
aforesaid,* to remove them *to such parish where he or they were last legally settled 
either as a native, householder, sojourner, apprentice or servant for the space of forty 
days at the least*. The use of the term *settiement* seems to have originated with this 
Act.} 
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IL^ that the forty days undisturbed residence of any person necessary 
to gain a settlement, should be accounted only from the time of his 
deUvcring notice in writing, of the place of his abode and the num- 
ber of his family, to one of the churchwardens or overseers of the 
parish where he came to dwell. 

Such notice was to But parish officers, it seems, were not always more 
diurch under'' honest with regard to their own, than they had 

3 W, III been with regard to other parishes and sometimes 

connived at such intrusions, receiving the notice, and taking no 
proper steps in consequence of it. As every person in a parish, there- 
fore, was supposed to have an interest to prevent as much as possible 
their being burdened by such intruders, it was further enacted by 
the 3d of William III.^ that the forty days residence should be 
accounted only from the publication of such notice in writing on 
Sunday in the church, immediately after divine service. 

After all [says Doctor Bum] this kind of settlement, by con- 
tinuing forty days after publication of notice in writing, is very 
seldom obtained; and the design of the acts is not so much for gain- 
ing of settlements, as for the avoiding of them by persons coming 
into a parish clandestinely: for the giving of notice is only putting 
a force upon the parish to remove. But if a person’s situation is 
such, that it is doubtful whether he is aaually removeable or not, 
he shall by giving of notice compel the parish either to allow him 
a settlement uncontested, by suffering him to continue forty days; 
or, by removing him, to try the right.^ 

There were four This Statute, therefore, rendered it almost impracti- 

^ ^ settlement in 

menu the old way, by forty days inhabitancy. But that it 

might not appear to preclude altogether the common people of one 
parish from ever establishing themselves with security in another, 
it appointed four other ways by which a settlement might be gained 
wiAout any notice delivered or published. The first was, by being 
taxed to parish rates and paying foem; the second, by being elected 
into an annual parish office, and serving in it a year; the third, by 

* [C. 17, ‘An act for reviving and continuance of several acts*. The reason mven is 
that 'such poor persons at their first coming to a parish do commonly cemoeal diem- 
selves*. Nothing is said either here or in Burn’s Poor Law ot Justice of the Peace about 
parish officers bribing their poor to go to another parish.] 

* [3 W. and M., c. ii, § 3.] 

« [Rkbard Bvan, Justice of the Peace^ 1764, vol ii., p. 253,] 



154 POLITICAL INEQUALITIES OF [bK, I 

serving an apprenticeship in the parish; the fourth, by being hired 
into service there for a year, and continuing in the same service 
during the whole of it.^ 

two of which were No^ody can gain a settlement by either of the two 

impossible to all first ways, but by the public deed of the whole 

poor men, parish, who are too well aware of the consequences 

to adopt any new-comer who has nothing but his labour to support 
him, either by taxing him to parish rates, or by electing him into a 
parish office. \ 

and the other two No married man can well gain any settlcn^cnt in 
to all married men, either of the two last ways. An apprentice is scarce 
ever married; and it is expressly enacted, that no married servant 
shall gain any settlement by being hired for a ycar.*-^ The principal 
effect of introducing settlement by service, has been to put out in a 
great measure the old fashion of hiring for a year, which before had 
been so customary in England, that even at this day, if no particular 
term is agreed upon, the law intends that every servant is hired for a 
year. But masters are not always willing to give their servants a 
settlement by hiring them in this manner; and servants are not 
always wiDing to be so hired, because, as every last settlement dis- 
charges all the foregoing, they might thereby lose their original 
settlement in the places of their nativity, the habitation of their 
parents and relations. 

and to all in- No independent workman, it is evident, whether 
dependent workmen, labourer or artificer, is likely to gain any new 
settlement either by apprenticeship or by service. When such a per- 
son, therefore, carried liis industry to a new parish, he was liable 
to be removed, how healthy and industrious soever, at the caprice 
of any churchwarden or overseer, unless he cither rented a tenement 
of ten pounds a year, a thing impossible for one whojias nothing 
but his labour to live by; or could give such security for the dis- 
charge of the parish as two justices of the peace should judge 
sufficient. What security they shall require, indeed, is left altogether 
to their discretion; but they cannot well require less than thirty 
poimds, it having been enacted, that the purchase even of a freehold 
estate of less than thirty pounds value, shall not gain any person a 
settlement, as not being sufficient for the discharge of the parish.® 


U§S<5.8.] 

* [§ 7 confines settlement by service to unmarried persons without children.] 

* [By 9 Geo. L, c. 7 .] 
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But this is a security which scarce any man who lives by labour can 
give; and much greater security is frequently demanded. 

Certificates were in- In order to restore in some measure that free dr- 
. culation of labour which those different statutes had 

persons to restae in ^ *11 /• 

a parish without almost entirely taken away,^ the invention of 

being immediately certificates was fallen Upon. By the 8th and oth of 

removapte ana xwr'ii* ttt o • 11 -r 

without gaining a William It was enacted, that if any person 

settlement. should bring a certificate from the parish where he 

was last legally settled, subscribed by the churchwardens and over- 
seers of the poor, and allowed by two justices of the peace, that every 
other parish should be obliged to receive him; that he should not be 
removeable merely upon account of his being hkely to become 
chargeable, but only upon his becoming actually chargeable, and 
that then the parish which granted the certificate should be obliged 
to pay the expence both of his maintenance and of his removal. And 
in order to give the most perfect security to the parish where such 
certificated man should come to reside, it was further enacted by the 
same statute,^ that he should gain no settlement there by any means 
whatever, except either by renting a tenement of ten pounds a year, 
or by serving upon his own account in an annual parish oificc for 
one whole year; and consequently neither by notice, nor by service, 
nor by apprenticeship, nor by paying parish rates. By the 12 th of 
Queen Anne too, stat. ic. i8. it was further enacted, that neither the 
servants nor apprentices of such certificated man should gain any 
settlement in the parish where he resided under such certificate.^ 


^ (The Act, 13 & 14 Car. 11 ., c. 12, giving the justices power to remove the im- 
migrant within forty days was certainly obstructive to the free circulation of labour, 
but the other statutes referred to in the text, by making the attainment of a settlement 
more difficult, would appear to have made it less necessary for a parish to put in force 
the power of removal, and therefore to have assisted rather than obstructed the free 
circiidation of labour. The poor law commissioners of 1834. long after the power of 
removal had been abolished in 1795, found the law of settlement a great obstruction to 
the free circulation of labour, because men were afraid of gaining a new settlement, 
not because a new settlement was denied them.] 

* [C. 30, *An act for supplying some defects in the laws for the relief of the poor of 
this kingdom’. The preamble recites, ‘Forasmuch as many poor persons chargeable to 
the parish, township or place where they live, merely for want of work, would in any 
other place when sufficient employment is to be had maintain themselves and families 
without being burdensome to any parish, township or place*. But certificates were in- 
vented long before this. The Act 13 & 14 Car. IL, c. 12, provides for their issue to 
persons going into another parish for harvest or any other kind of work, and the 
preamble of 8 & 9 W. III., c. 30, shows that they were commonly givai. Only tra- 
porary employment, however, was contemplated, and, on the expiration of the job, 
the certificated person became removable.] 

* [Rather by the explanatory Act, 9 & 10 W. HI., c. ii.] 

* [All these statutes are conveniently collected in Richard Bum’s History of the Poor 
Laws, 1764, pp. 94-100.] 
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Certijicaus were How far this invention has restored that free dr- 
p^shiutrrfHser^ culation of labour which the preceding statutes had 
by the old. almost entirely taken away, we may learn from the 

following very judicious observation of Doctor Bum. 

It is obvious [says he] that there are divers good reasons for re- 
quiring certificates with persons coming to settle in an^ place; 
namely, that persons residing under them can gain no setqement, 
neither by apprenticeship, nor by service, nor by giving Notice, 
nor by paying parish rates; that they can settle neither apprratices 
nor servants; that if they become chargeable, it is certainly loiown 
whither to remove them, and the parish shall be paid for the 
removal, and for their maintenance in the mean time; and that if 
they fall sick, and cannot be removed, the parish which gave the 
certificate must maintain them: none of all which can be without 
a certificate. Which reasons will hold proportionably for parishes 
not granting certificates in ordinary cases; for it is far more than 
an equal chance, but that they will have the certificated persons 
again, and in a worse condition.^ 

The moral of this observation seems to be, that certificates ought 
always to be required by the parish where any poor man comes to 
reside, and that they ought very seldom to be granted by that which 
he proposes to leave. 

There is somewhat of hardship in this matter of certificates 
[says the same very intelligent Author, in his History of the Poor 
Laws] by putting it in the power of a parish officer, to imprison 
a man as it were for life; however meonvenient it may be for 
him to continue at that place where he has had the misfortune to 
acquire what is called a settlement, or whatever advantage he may 
propose to himself by living elsewhere.* ♦ 

7 he courts declined Though a certificate carries along with it no testi- 
to force overseers monial of good behaviour, and certifies nothing 
to give a certtficate. person belongs to the parish to which 

he really does belong, it is altogether discretionary in the parish 

^ [Burnt Justice of the Peace t 1764, voU ii., p, 274.] 

* [Bum, History of the Poor Lawst 1764, pp. 23 5, 236, where it is observed that *it was 
the easy method of obtaining a settlement by a residency of forty days that brought 
parishes into a state of war against the poor and against one anodwr,* and that if settle- 
ment were reduced to the place of birth or of inhabitancy for one or more years, 
certificates would be got rid of] 
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officers either to grant or to refuse it. A mandamus was once moved 
for, says Doctor Bum, to compel the churchwardens and overseers 
to sign a cotificate; but the court of King’s Bench rejected die 
motion as a very strange attempt.^ 

This law is the The very unequal price of labour which we fi:e- 

“ England in places at no great dis- 
labour in England, tancc from one another, is probably owing to the 
obstruction which the law of set^ Aents gives to a poor man who 
would carry his industry from one parish to another without a 
certificate. A single man, indeed, who is healthy and industrious, 
may sometimes reside by sufferance without one; but a man with a 
wife and family who should attempt to do so, would in most 
parishes be sure of being removed, and if the single man should 
afterwards marry, he would generally be removed likewise.* The 
scarcity of hands in one parish, therefore, cannot always be relieved 
by their super-abundance in another, as it is constantly in Scotland, 
and, I believe, in all other countries where there is no difficulty of 
settlement. In such countries, though wages may sometimes rise a 
Htde in the neighbourhood of a great town, or wherever else there is 
an extraordinary demand for labour, and sink gradually as the dis- 
tance from such places increases, till they fall back to the common 
rate of the country; yet we never meet with those sudden and un- 
accountable differences in the wages of neighbouring places which 
we sometimes find in England, where it is often more difficult for 
a poor man to pass the artificial boundary of a parish, than an 
arm of the sea or a ridge of high mountains, natural boundaries 
which sometimes separate very distinaly different rates of wages in 
other countries. 

and an evident To remove a man who has committed no misde- 
Ube^TthougT^^^ meanour from the parish where he chuses to reside, 
tamely submitted to. is an evident violation of natural liberty and justice. 
The common people of England, however, so jealous of their 
liberty, but like the common people of most other countries never 
rightly understandit^ wherein it consists, have now for more than 
a century together suffered themselves to be exposed to this oppres- 
sion without a remedy. Though men of reflection too have some- 
times complained of the law of settlements as a public grievance; yet 

^ [Bum, jitftfee, vol. ii., p. 209. The date given is 1730.] 

• [Since 5 ic fact of the father having no settlement wodd not fiec the parisa from 
the danger of having at some future time to support the children.] 
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it has never been the object of any general popular clamour, such 
as that against general warrants, an abusive practice undoubtedly, but 
such a one as was not likely to occasion any general oppression. 
There is scarce a poor man in England of forty years of age, I will 
venture to say, who has not in some part of his life felt himself most 
cruelly oppressed^ by this ill-contrived law of settlements. / 

Wages were I shall conclude this long chapter with observing, 

though aJ^iptly it was usual to rate Wages, 
of peace. first by general laws extending over the Whole 

kingdom, and afterwards by particular orders of the justices or peace 
in every particular county, both these practices have nowWone 
entirely into disuse. 

By the experience of above four hundred years [says Doctor 
Burn] it seems time to lay aside all endeavours to bring under 
strict regulations, what in its own nature seems incapable of 
minute limitation: for if all persons in the same kind of work were 
to receive equal wages, there would be no emulation, and no 
room left for industry or ingenuity. ^ 

London tailors* Particular acts of parliament, however, still attempt 

wages are still sometimes to regulate wages in particular trades 

rated by law. ^ j particular places. Thus the 8th of George 

III.® prohibits under heavy penalties all master taylors in London, 
and five miles round it, from giving, and their workmen from 
accepting, more than two shillings and sevenpence halfpenny a day, 
except in the case of a general mourning. Whenever the legislature 
attempts to regulate the differences between masters and their 

^ [Some evidence in support of this assertion would have been acceptable. Sir 
Frederic M. Eden, State of the Poor, 1797, vol. i., pp. 296-298, may be consulted on the 
other side. William Hay’s Remarks on the Laws Relating to the Poor, 1735, which Eden 
regards as giving a very exaggerated view of the obstruction causec^y the law of 
settlement, was m the Edinburgh Advocates’ Library in 1776, and Aoam Smith may 
have seen it.] 

• [History of the Poor Laws, p. 130, loosely quoted. After ‘limitation* the passage runs, 
‘as thereby it leaves no room for industry or ingenuity; for if all persons in the same 
kind of work were to receive equal wages there would be no emulation.’] 

* [7 Geo. I., stat i, c. 13, was passed according to its preamble, because journeymen 
tailors had lately departed £rom their service without just cause, and had entered into 
‘combinations to advance their wages to unreasonable prices, and lessen their usual 
hours of work, which is of evil example, and manifestly tends to the prejudice of trade, 
to the encouragement of idleness, and to the great increase of the poor’. It prescribed 
hours, 6 A.M. to 8 p.m., and wages, 28. a day in the second quarter and is. 8d. for the 
rest of the year. Quarter sessions might alter the rates. This Act was amended by 8 Geo. 
III., c. 17, under which the hours were to be 6 A.M. to 7 p.m., and wages a maximum 
of IS. 7id. a day. Masters inside the area were forbidden to pay more to workers 
outside the area than was allowed by the Act widiin it.] 
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workmen, its counsellors are always the masters. When the regula- 
tion, therefore, is in favour of the workmen, it is always just and 
equitable; but it is sometimes otherwise when in favour of the 
masters. Thus the law which obliges the masters in several different 
trades to pay their workmen in money and not in goods, is quite 
just and equitable.^ It imposes no real hardship upon the masters. It 
only obliges them to pay that value m money, which they pretended 
to pay, but did not always really^i^, in goods. This law is in favour 
of the workmen; but the 8th oreeorge III. is in favour of the mas- 
ters. When masters combine together in order to reduce the wages 
of their workmen, they commonly enter into a private bond or 
agreement, not to give more than a certain wage under a certain 
penalty. Were the workmen to enter into a contrary combination 
of the same kind, not to accept of a certain wage under a certain 
penalty, the law would punish them very severely; and if it dealt 
impartially, it would treat the masters in the same manner. But the 
8th of George III. enforces by law that very regulation which mas- 
ters sometimes attempt to establish by such coihbinations. The com- 
plaint of the workmen, that it puts the ablest and most industrious 
upon the same footing with an ordinary workman, seems per- 
fectly well founded. 

Attempts were also ancient times too it was usual to attempt to 
made to rej^ulate regulate the profits of merchants and other dealers, 
^p 7 ices aLtZ^'^ ^he price both of provisions and other 

assize of bread still goods. The assize of bread is, so far as I know, the 
remmns. remnant of this ancient usage. Where there 

is an exclusive corporation, it may perhaps be proper to regulate the 
price of the first necessary of life. But where there is none, the com- 
petition will regulate it much better than any assize. The method of 
fixing the assize of bread cstabhshed by the 3 ist of George H.* could 
not be put in practice in Scotland, on account of a defect in the law; 
its execution depending upon the office of clerk of the market, which 
docs not exist there. This defect was not remedied till the 3d of 
George III.^ The want of an assize occasioned no sensible incon- 
vcnicncy , and the establishment of one in the few places where it has 
yet taken place, has produced no sensible advantage. In the greater 

^ (1 Ann., stat. 2, c. 18, applied to workmen in the woollen, linen, fustian, cotton 
and iron manufacture; 13 Geo. IL, c. 8, to manufacturers of gloves, boots, shoes and 
other leather wares. The second of these Acts only prohibits truck payments when 
made without the request and consent of the workmen.] 

* (C. 29.] * [C. 6 , The preamble relates the defect.] 
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part of the towns of Scotland, however, there is an incorporation 
of bakers who claim exclusive privileges, though they are not very 
strictly guarded. 


The inequalities of 
wages and profits 
are not much 


The proportion between the different rates both of 
wages and profit in the different employments of 


affected by the labour and stock, seems not to be much aff^ed, as 

‘ing‘‘smif'the‘^*”~ already been observed, ^ by the riches or poverty, 
society. the advancing,i^onary, or declining state of the 

society. Such revolutions in the public welfare, though they affect 
the general rates both of wages and profit, must in the end\ affect 
them equally in all different employments. The proportion betjween 
them, therefore, must remain the same, and cannot well be altered. 


at least for any considerable time, by any such revolutions. 


^ [Above, p. 71.] 



CHAPTER XI 


Of the Rent of Land 


R«i« is the produce Kent, considered as the price paid for the use of 
which is over what js naturally the highest which the tenant can 

the farmer ordinary atiord to pay in the actual dtaimstances or the 
land. In adjusting the terms of the lease, the land- 
lord endeavours to leave him no greater share of the produce than 
what is sufficient to keep up the stock firom which he furnishes 
the seed, pays the labour, and purchases and maintains the cattle 
and other instruments of husbandry, together with the ordinary 
profits of farming stock in the neighbourhood. This is evidently 
the smallest share with which the tenant can content himself with- 
out being a loser, and the landlord seldom means to leave him any 
more. Whatever part of the produce, or, what is the same thing, 
whatever part of its price, is over and above this share, he naturally 
endeavours to reserve to himself as the rent of his land, which is 
evidently the highest the tenant can afford to pay in the actual 
circumstances of the land. Sometimes, indeed, the liberality, more 
frequently the ignorance, of the landlord, makes him accept of 
somewhat less dian this portion; and sometimes too, though more 
rarely, the ignorance of the tenant makes him imdertake to pay 
somewhat more, or to content himself with somewhat less, than the 
ordinary profits of farming stock in the neighbourhood. This 
portion, however, may still be considered as die natural rent of land, 
or the rent for which it is naturally meant that land should for the 
most part be let. 

It is not merely hf ^he rent of land, it may be thought, is frequently 
terest on aock laid no more than a reasonable profit or interest for the 
out in improvements, landlord Upon its improve- 

ment This, no doubt, may be psurdy the case upon some occasions; 
for it can scarce ever be more than partly the case. The landlord 
demands a rent even for unimproved land, and the supposed interest 
or profit upon the expence of improvement is generally an addition 
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to this original rent. Those improvements, besides, are not always 
made by the stock of the landlord, but sometimes by that of the 
tenant. When the lease comes to be renewed, however, the landlord 
commonly demands the same augmentation of rent, as if they had 
been all made by his own. 

and is sometimes He sometimes demands rent for what is altogether 

obtained for land in- incapable of human improvement. Kelp is d species 

capable if improve- ^ ^ , - . , f . . i i 

ment such as rocks ot sea-weed, which, when burnt, yields an Alkahne 

where kelp grows; useful for making glass, soap, and for ^veral 

other purposes. It grows in several parts of Great Britain, particu- 
larly in Scotland, upon such rocks only as lie within the high ^ater 
mark, which are twice every day covered with the sea, and of which 
the produce, therefore, was never augmented by human industry. 
The landlord, however, whose estate is bounded by a kelp shore of 
this kind, demands a rent for it as much as for his corn fields. 
and for the oppor- The sea in the neighbourhood of the islands of 
tunity to fish. Shetland is more than commonly abundant in fish, 
which make a great part of the subsistence of their inhabitants. But 
in order to profit by the produce of the water, they must have a 
habitation upon the neighbouring land. The rent of the landlord is 
in proportion, not to what the farmer can make by the land, but to 
what he can make both by the land and by^ the water. It is partly 
paid in sea-fish; and one of the very few instances in which rent 
makes a part of the price of that commodity, is to be found in that 
country. 

It is therefore a The rent of land, therefore, considered as the price 

monopoly price. j foj- q£ j^nd, is naturally a monopoly 

price. It is not at all proportioned to what the landlord may have 
laid out upon the improvement of the land, or to what he can afford 
to take; but to what the farmer can afford to give. ^ 

Whether particular produce of land can com- 

parts of produce moiily be brought to market of which the ordinary 

dent ^toyield^armt sufficient to replace the stock which must 

depends on the be employed in bringing them thither, together 
demand. ordinary profits. If the ordinary price is 

more than this, the surplus part of it will naturally go to the rent 
of the land. If it is not more, though the commodity may be 
brought to market, it can afford no rent to the landlord. Whether 
the price is, or is not more, depends upon the demand. 

* [‘By* appears first in cd. 3.] 
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There are some parts of the produce of land for 
which the demand must always be such as to afford 
a greater price than what is sufficient to bring them 
to market; and there are others for which it either 
may or may not be such as to afford this greater price. The former 
must always afford a rent to that landlord. The latter sometimes 
may, and sometimes may not, according to different circumstances. 
Wages and profit R-Ciit, it is to be obscrvcd, therefore, enters into the 
are cat 4 ses of price; composition of the price of commodities in a dif- 
rent ts an effect. ferent way from wages and profit. High or low 
wages and profit, arc the causes of high or low price; high or low 
rent is the effect of it. It is because high or low wages and profit 
must be paid, in order to bring a particular commodity to market, 
that its price is high or low. But it is because its price is high or 
low; a great deal more, or very Httle more, or no more, than what 
is sufficient to pay those wages and profit, that it affords a high 
rent, or a low rent, or no rent at all. 

The chapter is particular consideration, first, of those parts of 

divided into three the produce of land which always afford some rent; 

secondly, of those which sometimes may and some- 
times may not afford rent; and, thirdly, of the variations which, in 
the different periods of improvement, naturally take place, in the 
relative value of those two different sorts of rude produce, when 
compared both with one another and with manufactured com- 
modities, will divide this chapter into three parts. 


PART I 


Of the Produce of Land which ahoays affords Rent 


Food can always 
purchase as much 
labour as it can 
maintain. 


As men, like all other animals, naturally multiply 
in proportion to the means of their subsistence, food 
is always, more or less, in demand. It can always 
purchase or command a greater or smaller quantity of labour, and 
somebody can always be found who is willing to do something in 
order to obtain it. The quantity of labour, indeed, which it can 
purchase, is not always equal to what it could maintain, if managed 
in the most occonomical manner, on account of the high wages 
which are sometimes given to labour. But it can always pordiase 
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such a quantity of labour as it can maintain, according to the 
rate at which that sort of labour is commonly maintained in the 
neighbourhood. 

Almost all land But land, in almost any situation, produces a 
greater quantity of food than what is sufficient to 
maintain the labour maintain all the labour necessary for bringiM it to 
market, in the most liberal way in whiih that 
rmt labour is ever maintained. The surplus too is Wways 

more than sufficient to replace the stock which employed that 
labour, together with its profits. Something, therefore, always 
remains for a rent to the landlord. \ 

The most desart moors in Norway and Scotland produce some 
sort of pasture for cattle, of which the milk and the increase are 
always more than sufficient, not only to maintain all the labour 
necessary for tending them, and to pay the ordinary profit to the 
farmer or owner of the herd or flock; but to afford some small rent 
to the landlord. The rent increases in proportion to the goodness of 
the pasture. The same extent of ground not only maintains a greater 
number of cattle, but as they are brought within a smaller compass, 
less labour becomes requisite to tend them, and to collect their pro- 
duce. The landlord gains both ways; by the increase of the produce, 
and by the diminution of the labour which must be maintained 
out of it. 

The rent varies The rent of land not only varies with its fertility, 
^dlas^wuT^ whatever be its produce, but with its situation, 
fertility. whatever be its fertility.^ Land in the neighbour- 

hood of a town gives a greater rent than land equally fertile in a 
distant part of the country. Though it may cost no more labour 
to cultivate the one than the other, it must always cost more to 
bring the produce of the distant land to market. A greater quantity 
of labour, therefore, must be maintained out of it; and the surplus, 
from which arc drawn both the profit of the farmer and the rent 
of the landlord, must be diminished. But in remote parts of the 
country the rate of profits, as has already been shown,* is generally 
higher than in the neighbourhood of a large town. A smaller pro- 
portion of this diminished surplus, therefore, must belong to the 
landlord. 


^ pds. I and 2 read *The rent of land varies with its fertility, whatever be its 
produce, and with its situation, whatever be its fertility.'] 

* [Above, p. 101.] 
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Good roads, etc,. Good roads, canals, and navigable rivers, by 
diminish differ-^ diminishing the expcnce of carriage, put the remote 
ences oj ren , country more nearly upon a level with 

those in the neighbourhood of die town. They arc upon that 
account the greatest of all improvements. They encourage the 
cultivation of the remote, which must always be the most extensive 
circle of the country. They are advantageous to the town, by break- 
ing down the monopoly of the country in its neighbourhood. They 
are advantageous even torfthat part of the country. Though they 
introduce some rival commodities into the old market, they open 
many new markets to its produce. Monopoly, besides, is a great 
enemy to good management, which can never be universally estab- 
lished but in consequence of that free and universal competition 
which forces everybody to have recourse to it for the sake of self- 
defence. It is not more than fifty years ago, that some of the counties 
in the neighbourhood of London petitioned the parHament against 
the extension of the turnpike roads into the remoter counties. Those 
remoter counties, they pretended, from the cheapness of labour, 
would be able to sell their grass and corn cheaper in the London 
market than themselves, and would thereby reduce their rents, and 
ruin their cultivation. Their rents, however, have risen, and their 


cultivation has been improved since that time. 

Com land yields a A com field of moderate fertility produces a much 

I supply of greater quantity of food for man, than the best 

Jood after maintain^ ^ , • . 1 . . 

ing labour than pasture ot equal extent. Though its cultivation 

pasture, requires much more labour, yet the surplus which 

remains after replacing the seed and maintaining all that labour, is 
likewise much greater. If a pound of butcher Vmeat, therefore, was 
never supposed to be worth more than a pound of bread, this 
greater surplus would cvery-where be of greater value, and con- 
stitute a greater fund both for the profit of the farmer and the rent 
of the landlord. It seems to have done so universally in the rude 


beginnings of agriculture. 

In early times relative values of those two different spedcs 

t li t* 


meat is cheaper 
than breads 


of food, bread, and butcher Vmeat, are very dif- 
ferent in the different periods of agriculture. In its 


rude beginnings, the unimproved wilds, which then occupy the for 
greater part of the country, are all abandoned to cattle. There is 
more butcher Vmeat than bread, and bread, therefore, is foe food 


for which there is the greatest competition, and which consequendy 
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brings the greatest price. At Buenos Ayres, we are told by Ulloa, 
four reals, one-and-twenty pence hali^enny sterling, was, forty or 
fifty years ago, the ordinary price of an ox, chosen from a herd of 
two or three hundred.^ He says nothing of the price of bread, prob- 
ably because he found nothing remarkable about it. An ox there, 
he says, costs httle more than the labour of catching him. J^ut com 
can no-where be raised without a great deal of labour, aiid in a 
country which Hes upon the river Plate, at that time the dir^t road 
from Europe to the silver mines of I^tosi, the money price of 
labour could not be very cheap. It is otherwise when cultivation is 
extended over the greater part of the country. There is thenynore 
bread than butcher’s-meat. The competition changes its direction, 
and the price of butcher’s-meat becomes greater than the price of 
bread. 

hut later on it By the extension besides of cultivation the unim- 
becomes dearer, proved wilds become insufficient to supply the 
demand for butcher’s-meat. A great part of the cultivated lands 
must be employed in rearing and fattening cattle, of which the 
price, therefore, must be sufficient to pay, not only the labour 
necessary for tending them, but the rent which the landlord and the 
profit which the farmer could have drawn from such land employed 
in tillage. The cattle bred upon the most uncultivated moors, when 
brought to the same market are, in proportion to their weight or 
goodness, sold at the same price as those which arc reared upon the 
most improved land. The proprietors of those moors profit by it, 
and raise the rent of their land in proportion to the price of their 
cattle. It is not more than a century ago that in many parts of the 
highlands of Scotland, butcher ’s-meat was as cheap or cheaper than 
even bread made of oat-mcal. The union opened the market of 
England to the highland catde. Their ordinary priced at present 
about three times greater than at the beginning of the century, and 
the rents of many highland estates have been tripled and quad- 
rupled in the same time.* In almost every part of Great Britain a 
pound of the best butcher’s-meat is, in the present times, generally 
worth more than two pounds of the best white bread; and in 
plentiful years it is sometimes worth three or four pounds. 


^ [VoL i., p. 532, in the French translation of Juan and Ulloa *$ work. Voyage 
historique de VAm^rique mMhnale par don George Juan et don Antoine de Vltoa, I 7 S^- 
The statement is repeated in almost the same words, substituting *three or four 
hundred* for ‘two or three hundred/ below, p, 207.] 

• [See bdow, pp. 181 and 244.] 
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and pasture yields ^ progress of improvement the 

as good a rent as rent and profit of unimproved pasture come to be 
' regulated in some measure by the rent and profit 

of what is improved, and these again by the rent and profit of com. 
Com is an annual crop. ButcherVmeat, a crop which requires four 
or five years to grow. As an acre of land, therefore, will produce a 
much smaller quantity of the one species of food than of the 
other, the inferiority of the quantity must be compensated by the 
superiority of the price. If it was more than compensated, more com 
land would be turned into pasture; and if it was not compensated, 
part of what was in pasture would be brought back into corn. 
and sometimes a This equality, howcvcr, between the rent and profit 
greater one, those of com; of the land of which the 

immediate produce is food for cattle, and of that of which the 
immediate produce is food for men; must be understood to take 
place only through the greater part of the improved lands of a great 
country. In some particular local situations it is quite otherwise, and 
the rent and profit of grass arc much superior to what can be made 
by com, 

^5 in the neighbour^ Thus in the neighbourhood of a great town, the 
hood of a great demand for milk and for forage to horses, fire- 
quently contribute, together with the high price of 
butcher’s-meat, to raise the value of grass above what may be called 
its natural proportion to that of com. This local advantage, it is 
evident, cannot be communicated to the lands at a distance. 
or all over a Particular circumstances have sometimes rendered 
whicUmporT^ Some Countries so populous, that the whole terri- 
com, tory, like the lands in the neighbourhood of a great 

town, has not been sufficient to produce both the grass and the com 
necessary for the subsistence of their inhabitants. Their lands, there- 
fore, have been principally employed in the production of grass, 
the more bulky commodity, and which cannot be so easily brought 
from a great distance; and com, the food of the great body of 
the people, has been chiefly imported firom foreign countries. 
such as HoUand Holland is at present in this situation, and a con- 

and ancient My, sidcrablc part of andcnt Italy seems to have been 

so during the prosperity of the Romans. To feed well, old Cato 
said, as we arc told by Cicero, was the first and most profitable 
thing in the management of a private estate; to feed tolerably well, 
the second; and to feed ill, the third. To plough, he ranked only 
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n the fourth place of profit and advantage.^ Tillage, indeed, in that 
part of ancient Italy which lay in the neighbourhood of Rome, 
must have been very much discouraged by the distributions of corn 
which were frequently made to the people, either gratuitously, or 
at a very low price. This com was brought from the conquered 
provinces, of which several, instead of taxes, were obliged to /Furnish 
a tenth part of their produce at a stated price, about sixpence k peck, 
to the repubhc.2 The low price at which this corn was distmbuted 
to the people, must necessarily have sunk the price of whatlcould 
be brought to the Roman market from Latium, or the ancient 
territory of Rome, and must have discouraged its cultivation i^ that 
country. 

and occoHondUy in I" open country too, of which the principal pro- 
a country where duce is com, a well-enclosed piece of grass will 

enclosure ts unusual higher than any com field in its 

neighbourhood. It is convenient for the maintenance of the cattle 
employed in the cultivation of the com, and its high rent is, in this 
case, not so properly paid from the value of its own produce, as 
from that of the corn lands which arc cultivated by means of it. 
It is likely to fall, if ever the neighbouring lands are completely 
enclosed. The present high rent of enclosed land in Scotland seems 
owing to the scarcity of enclosure, and will probably last no longer 
than that scarcity. The advantage of enclosure is greater for pasture 
than for com. It saves the labour of guarding the cattle, which feed 
better too when they arc not hable to be disturbed by their keeper 
or his dog. 

Ordinarily the rent But where there is no local advantage of this kind, 
n^J^at of profit of com, or whatever else is the 

pasture, common vegetable food of the people, must 

naturally regulate, upon the land which is fit for pi^ducing it, 
the rent and profit of pasture. 

Improved methods The use of the artificial grasses, of turnips, carrots, 
cabbages, and the other expedients which have been 
proportion to bread, fallen Upon to make an equal quantity of land feed 
a greater number of cattle than when in natural grass, should some- 
what reduce, it might be expected, the superiority which, in an 
improved country, the price of butcher Vmcat naturally has over 
diat of bread. It seems accordingly to have done so; and there is 

* [Cicero, De offidis^ lib. ii. ad fin. Quoted in Lectures, p. zzg,] 

* [See below, pp. 242, 243.] 
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some reason for believing that, at least in the London market, the 
price of butcher Vmeat in proportion to the price of bread, is a good 
deal lower in the present times than it was in the beginning of the 
last century. 

> the Life of Prince Henry, Doctor 
us an account of the prices of 
seventeenth century, butcher’ s-meat as commonly paid by that prince. 
It is there said that the four quarters of an ox weighing six hundred 
pounds usually cost him nine pounds ten shillings, or thereabouts; 
that is, thirty-one shillings and eight pence per hundred pounds 
weight.^ Prince Henry died on the 6th of November 1612, in the 
nineteenth year of his age.* 

than in 1763-4; In March 1763, there was a parHamentary inquiry 
into the causes of the high price of provisions at that time. It was 
then, among other proof to the same purpose, given in evidence by 
a Virginia merchant, that in March 1763, he had victualled his ships 
for twenty-four or twenty-five shillings the hundred weight of beef, 
which he considered as the ordinary price; whereas, in that dear 
year, he had paid twenty-seven shillings for the same weight and 
sort.* This high price in 1764 is, however, four shillings and eight 
pence cheaper than the ordinary price paid by prince Henry; and 
it is the best beef only, it must be observed, which is fit to be 
salted for those distant voyages. 

The price paid by prince Henry amounts to 3f d. per pound 
weight of the whole carcase, coarse and choice pieces taken together; 
and at that rate the choice pieces could not have been sold by retail 
for less than 4J d. or 5 d. the pound. 

In the parHamentary inquiry in 1764, the witnesses stated the 
price of the choice pieces of the best beef to be to die consumer 
4 d. and 4^ d. the pound; and the coarse pieces in general to be 
from seven farthings to 2 \ d, and zf d.; and this they said was in 
general one half-penny dearer than the same sort of pieces had 
usually been sold in the month of March.** But even this high price 


The price of meat In the appendix t 
was higher at the • L l. 
beoinningofthe l^^S given 


^ [The Life of Henry Prince of Wales, by Thomas Bkch, D.D., 1760* P- 34 < 5 .] 

* [Jhid., p, ayi.J 

* [A Reportfrom the Committee who, upon the %th day of February, 1764, were appointed 
to inquire into the Causes of the High Thtice of Provisions with the proceedings of the House 
thereupon. Published by order of the House of Commons, 1764, paragraph 4, where, 
however, there is no definite statement to the effect that die Virginia merchaitt, Mr. 
Cap^ Hanbury, considered 24^. or 251. as the ordinary price.] 

* [Report from the CommiUee, paragraph 3 almost verbatim. The Committee resolved 
*that the high price of provisions of late has been occasioned partly by drcismstanoes 
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is Still a good deal cheaper than what we can well suppose the 
ordinary retail price to have been in the time of prince Henry. 
whereas wheat was During the twelve first years of the last century, 
cheaper. average price of the best wheat at the Windsor 

market was 1 1 . 18 s. 3^ d. the quarter of nine Winchester bushels. 

But in the twelve years preceding 1764, including that year, the 
average price of the same measure of the best wheat at mie same 
market was 2 1. i s. 9| d.^ \ 

In the twelve first years of the last century, therefore,! wheat 
appears to have been a good deal cheaper, and butcher’s-Weat a 
good deal dearer, than in the twelve years preceding 1764, incl^uding 
that year. 

In all great countries the greater part of the culti- 
vated lands are employed in producing either food 
for men or food for cattle. The rent and profit of 
these regulate the rent and profit of all other culti- 
yated land. If any particular produce afforded less, the land would 
soon be turned into com or pasture; and if any afforded more, some 
part of the lands in corn or pasture would soon be turned to that 
produce. 

Those productions, indeed, which require cither 
a greater original cxpencc of improvement, or a 
greater annual cxpencc of cultivation, in order to 
fit the land for them, appear commonly to afford, 
the one a greater rent, the other a greater profit than 
com or pasture. This superiority, however, wiU seldom be found 
to amount to more than a reasonable interest or compensation for 
this superior cxpcnce. 

as in hop, and In a hop garden, a fruit garden, a kitchen garden, 

fruit gardens; both the rent of the landlord, and the«profit of the 

farmer, arc generally greater than in a com or grass field. But to 
bring the ground into this condition requires more cxpencc. Hence 
a greater rent becomes due to the landlord. It requires too a more 
attentive and skilful management. Hence a greater profit becomes 
due to the farmer. The crop too, at least in the hop and fruit 
garden, is more precarious. Its price, therefore, besides compen- 


The apparently 
greater rent or 
profit of some other 
kinds is only 
interest on greater 
expense, 


peoiliar to the season and the year, and partly by the defect of the laws in force for 
convicting and punishing all persons concerned in forestalling cattle in their passage to 
market.’] 

^ [Th^ prices are deduced from the tables at the end of the chapter.] 
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sating all occasional losses, must afFord something like the profit of 
insurance.^ The circumstances of gardeners, generally mean, and 
always moderate, may satisfy us that their great ingenuity is not 
commonly over-recompenced. Their delightful art is practised by 
so many rich people for amusement, that httle advantage is to be 
made by those who practise it for profit; because the persons who 
should naturally be their best customers, supply themselves with all 
their most precious productions. 

htcken gardens; The advantage which the landlord derives from 
such improvements seems at no time to have been greater than 
what was sufficient to compensate the original expence of making 
them. In the ancient husbandry, after the vineyard, a well-watered 
kitchen garden seems to have been the part of the farm which was 
supposed to yield the most valuable produce. But Democritus, who 
wrote upon husbandry about two thousand years ago, and who was 
regarded by the ancients as one of the fathers of the art, thought 
they did not act wisely who enclosed a kitchen garden. The profit, 
he said, would not compensate the expence of a stone wall; and 
bricks (he meant, I suppose, bricks baked in the sun) mouldered 
with the rain, and the winter storm, and required continual repairs. 
Columella, who reports this judgment of Democritus, does not 
controvert it, but proposes a very frugal method of enclosing with 
a hedge of brambles* and briars, which, he says, he had found by 
experience to be both a lasting and an impenetrable fence;* but 
which, it seems, was not commonly known in the time of 
Democritus. Palladius adopts the opinion of Columella, which had 
before been recommended by Varro.^ In the judgment of those 
ancient improvers, the produce of a kitchen garden had, it smns, 
been little more than sufficient to pay the extraordinary culture and 
the expcnce of watering; for in countries so near the sun, it was 
thought proper, in those times as in the present, to have the com- 
mand of a stream of water, which could be conducted to every bed 
in the garden. Through the greater part of Europe, a kitchen garden 
is not at present supposed to deserve a better enclosure than that 


^ [Only if the extra risk deters people from entering the business, and according to 
pp. 124, 125 above it would not.} 

* [Ed. I reads *thoms\] 

• [Columella, De re rustical xi,, 3, but the recommendation of the fence is 'Et hacc 
quidem daudendi horti ratio maxime est antiquis probata’.] 

^ [Gesnerus’ edition of Columella in Scriptores rei rusticae in Adam Smith's library 
(gee Bonar's CaUdogue, s.v. Gesnerus), commenting on the passage referred to above, 
quotes the opinions of Varro, De re rusHeUt i., 14, and Palladius, De re rustiea, L, 34.] 
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recommended by Columella. In Great Britain, and some other 
northern countries, the finer fruits cannot be brought to perfection 
but by the assistance of a wall. Their price, therefore, in such coun- 
tries, must be sufficient to pay the expence of building and main- 
taining what they cannot be had without. The fruit-wall frequently 
surrounds the kitchen garden, which thus enjoys the benefit of an 
enclosure which its own produce could seldom pay for. I 
and vineyards. That the vineyard, when properly planted and 
brought to perfection, was the most valuable part of the farm^ seems 
to have been an undoubted maxim in the ancient agricultur^, as it 
is in the modem through all the wine countries. But whether \t was 
advantageous to plant a new vineyard, was a matter of dispute 
among the ancient Italian husbandmen, as we learn from Columella. 
He decides, hke a true lover of all curious cultivation, in favour of 
the vineyard, and endeavours to show, by a comparison of the 
profit and expence, that it was a most advantageous improvement.^ 
Such comparisons, however, between the profit and expence of new 
projects, arc commonly very fallacious; and in nothing more so 
than in agriculture. Had the gain actually made by such plantations 
been commonly as great as he imagined it might have been, there 
could have been no dispute about it. The same point is frequently 
at this day a matter of controversy in the wine countries. Their 
writers on agriculture, indeed, the lovers and promoters of high 
cultivation, seem generally disposed to decide with Columella in 
favour of the vineyard. In France the anxiety of the proprietors of 
the old vineyards to prevent the planting of any new ones, seems 
to fiivour their opinion, and to indicate a consciousness in those who 
must have the experience, that this species of cultivation is at present 
in that country more profitable than any other. It seems at the same 
time, however, to indicate another opinion, that this superior profit 
can last no longer than the laws which at present restrain the fi:cc 
cultivation of ^ vine. In 1731, they obtained an order of council, 
prohibiting both the planting of new vineyards, and the renewal 
of those old ones, of which the cultivation had been interrupted for 
two years, without a particular permission from the king, to be 
granted only in consequence of an information from the intendant 
of the province, certifying that he had examined the land, and that 
it was incapable of any other culture. The pretence of this order 
was the scarcity of com and pasuire, and the super-abundance of 
* {De re rustica, iii., 3.] 
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wine. But had this super-abundance been real, it would, without 
any order of council, have effectually prevented the plantation of 
new vineyards, by reducing the profits of this species of cultivation 
below their natural proportion to those of com and pasture. With 
regard to the supposed scarcity of com occasioned by the multi- 
plication of vineyards, com is nowhere in France more carefully 
cultivated than in the wine provinces, where the land is fit for pro- 
ducing it; as in Burgundy, Guienne, and the Upper Languedoc. 
The numerous hands employed in the one species of cultivation 
necessarily encourage the other, by affording a ready market for its 
produce. To diminish the number of those who are capable of pay- 
ing for it, is surely a most unpromising expedient for encouraging 
the cultivation of com. It is like the policy which would promote 
agriculture by discouraging manufactures. 

The rent and profit of those productions, therefore, which require 
either a greater original expence of improvement in order to fit the 
land for them, or a greater annual expence of cultivation, though 
often much superior to those of com and pasture, yet when they do 
no more than compensate such extraordinary expence, are in reality 
regulated by the rent and profit of those common crops. 

Land fitted for a It sometimes happens, indeed, that the quantity of 
which Can be fitted for some particular prod- 
monopoly, ucc, is too Small to Supply the effectual demand. 

The whole produce can be disposed of to those who are willing to 
give somewhat more than what is sufficient to pay the whole rent, 
wages and profit necessary for raising and bringing it to market, 
according to their natural rates, or according to the rates at whidx 
they are paid in the greater part of other cultivated land. The sur- 
plus part of the price which remains after defraying the whole ex- 
pence of improvement and cultivation may commonly, in this case, 
and in this case only, bear no regular proportion to the like surplus 
in com or pasture, but may exceed it in almost any degree; and the 
greater part of this excess naturally goes to the rent of the landlord. 

suck as that which natural proportion, for example, be- 

pr^ces wine cf a tween the rent and profit of wine and those of com 
parnculatftavQHr, pasture, must be understood to take place only 
with regard to those vineyards which produce nothing but good 
common wine, such as can be raised almost any-where, upon any 
light, gravelly, or sandy soil, and which has nothing to recommend 
it but its strength and wholesomcncss. It is with such vineyards <mly 
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that the common land of the country can be brought into competi- 
tion; for with those of a peculiar quahty it is evident that it cannot. 

The vine is more affected by the difference of soils than any other 
fruit tree. From some it derives a flavour which no culture or 
management can equal, it is supposed, upon any other. This flavour, 
real or imaginary, is sometimes peculiar to the produce 6f a few 
vineyards; sometimes it extends tlurough the greater part o|r a small 
district, and sometimes through a considerable part of\a large 
province. The whole quantity of such wines that is brought to 
market falls short of the effectual demand, or the demand those 
who would be willing to pay the whole rent, profit and\w 2 tges 
necessary for preparing and bringing them thither, according to the 
ordinary rate, or according to the rate at which they arc paid in 
common vineyards. The whole quantity, therefore, can be dis- 
posed of to those who are willing to pay more, which necessarily 
raises the^ price above that of common wine. The difference is 
greater or less, according as the fashionableness and scarcity of the 
wine render the competition of the buyers more or less eager. 
Whatever it be, the greater part of it goes to the rent of the land- 
lord. For though such vineyards are in general more carefully culti- 
vated than most others, the high price of the wine seems to be, not 
so much the effect, as the cause of this careful cultivation. In so 
valuable a produce the loss occasioned by negligence is so great as 
to force even the most careless to attention. A small part of this 
high price, therefore, is sufficient to pay the wages of the extra- 
ordinary labour bestowed upon their cultivation, and the profits of 
the extraordinary stock which puts that labour into motion. 
or the West Indian The sugar colonies possessed by the European 
st^ar colonies, nations in the West Indies, may be compared to 
those precious vineyards. Their whole produce falls«short of the 
effectual demand of Europe, and can be disposed of to those who 
arc willing to give more than what is sufiicient to pay the whole 
rent, profit and wages necessary for preparing and bringing it to 
market, according to the rate at which they arc commonly paid by 
any other produce. In Cochin-china the finest white sugar com- 
monly sells for three piastres the quintal, about thirteen shillings and 
sixpence of our money, as we arc told by Mr. Poivre,® a very careful 


^ [Ed. 1 reads ^their*.] 

* Voyages d’un Philosophc [dm observations sur les mcenrs et les arts des ji^ples at 
FAJHgtse, it VAsie, et it I'AmMque, 176S. pp. $», 93. The note »ppc»« first in ed. a). 
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observer of the agriculture of that country. What is there called the 
quintal weighs from a hundred and fifty to two hundred Paris 
pounds, or a hundred and seventy-five Paris pounds at a medium,^ 
which reduces the price of the hundred weight English to about 
eight shillings sterling, not a fourth part of what is commonly paid 
for the brown or muskavada sugars imported from our colonics, 
and not a sixth part of what is paid for the finest white sugar. The 
greater part of the cultivated lands in Cochin-china are employed 
in producing com and rice, the food of the great body of the 
people. The respective prices of corn, rice, and sugar, are there 
probably in the natural proportion, or in that which naturally takes 
place in the different crops of the greater part of cultivated land, 
and which recompcnces the landlord and farmer, as nearly as can 
be computed, according to what is usually the original expcncc of 
improvement and the annual cxpencc of cultivation. But in our 
sugar colonies the price of sugar bears no such proportion to that 
of the produce of a rice or corn field either in Europe or in America. 
It is commonly said, that a sugar planter expects that the rum and 
the molasses should defiray the whole expence of his cultivation, and 
that his sugar should be all clear profit. If this be true, for I pretend 
not to affirm it, it is as if a com farmer expected to defray the 
cxpencc of his cultivation with the chaff and the straw, and that the 
grain should be all clear profit. We see frequently societies of mer- 
chants in London and other trading towns, purchase waste lands in 
our sugar colonies, which they expect to improve and cultivate with 
profit by means of factors and agents; notwithstanding the great 
distance and the uncertain returns, firom the defective administration 
of justice in those countries. Nobody will attempt to improve and 
cultivate in the same manner the most fertile lands of Scotland, 
Ireland, or the com provinces of North America, though from the 
more exact administration of justice in these coimtries, more 
regular returns might be expected. 

and in a less In Virginia and Maryland the cultivation of tobacco 

de^ee the tobacco £5 preferred, as more profitable, to that of com, 
VirJniT^ Tobacco might be cultivated with advantage 

Maryland. through the greater part of Europe; but in almost 

every part of Europe it has become a principal subject of taxation, 

^ {The French original says the Cochin-China quintal ‘<Jquivaut It 150L. aoode n<KS 
iivres, poids de marc,* which cannot possibly bear the meaning asenbed to it in the 
text. Probably the 150 L. axe pounds equal to of the pounds poids de marc. Hus 
would make the cwt. Engli^ worth only about seven shillings.] 
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and to collect a tax from every different farm in the country where 
this plant might happen to be cultivated, would be more difficult, 
it has been supposed, than to levy one upon its importation at the 
custom-house. The cultivation of tobacco has upon this account 
been most absurdly prohibited through the greater part of Europe,^ 
which necessarily gives a sort of monopoly to the coipitries where 
it is allowed; and as Virginia and Maryland product the greatest 
quantity of it, they share largely, though with some competitors, 
in the advantage of this monopoly. The cultivation \of tobacco, 
however, seems not to be so advantageous as that of stigar. I have 
never even heard of any tobacco plantation that was\ improved 
and cultivated by the capital of merchants who resided in Great 
Britain, and our tobacco colonics send us home no such wealthy 
planters as we see frequently arrive from our sugar islands. Though 
firom the preference given in those colonies to the cultivation of 
tobacco above that of com, it would appear that the effectual 
demand of Europe for tobacco is not completely supplied, it prob- 
ably is more nearly so than that for sugar: And though the present 
price of tobacco is probably more than sufiFicient to pay the whole 
rent, wages and profit necessary for preparing and bringing it to 
market, according to the rate at which they are commonly paid in 
com land; it must not be so much more as the present price of 
sugar. Our tobacco planters, accordingly, have shewn the same fear 
of the super-abundance of tobacco, which the proprietors of the 
old vineyards in France have of the super-abundance of wine. By 
act of assembly they have restrained its cultivation to six thousand 
plants, supposed to yield a thousand weight of tobacco, for every 


^ [Tobacco growing in England, Ireland, and the Channel Islands was prohibited 
by 12 Car. II., c. 34, the preamble of which alleges that the lords and commons have 
considered *of how great concern and importance it is that the colopies and plantations 
of this kingdom in America be defended, maintained and kept up; and that all due and 
posnble encouragement be given unto them, and that not only in regard great and 
considerable dominions and countries have been thereby gained and added to the im- 
perial crown of this realm, but for that the strength and welfare of this kingdom do 
very much depend upon them in regard of the employment of a very considerable part 
of its upping and seamen, and of the vent of very great quantities of its native com- 
modities and manufactures as also of its supply wi^ several considerable commodities 
which it was wont formerly to have cmly uom foreigners and at far dearer rates, and 
forasmuch as tobacco is one of the main products of several of those plantations and 
upon which their wel&re and subsistence and the navigation of this kingdom and 
vent of its commodities thither do much depend; And in regard it is found by exper* 
ience that the tobaccos planted in these parts are not so good and whedesome for the 
takers thereof, and that by the planting thereof Your Majesty is deprived of a consider- 
able part of your revenue.* The prohibition was extendi to Scodand by 23 Geo III., 
c. 73.) 
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negro between sixteen and sixty years of age.^ Such a negro, over 
and above this quantity of tobacco, can manage, they reckon, four 
acres of Indian com.^ To prevent the market from being over- 
stocked too, they have sometimes, in plentiful years, we are told 
by Dr. Douglas, * (I suspect he has been ill informed) burnt a certain 
quantity of tobacco for every negro, in the same manner as the 
Dutch are said to do of spices.^ If such violent methods are necessary 
to keep up the present price of tobacco, the superior advantage of 
its culture over that of corn, if it still has any, will not probably 
be of long continuance. 

So the rent of It is in this manner that the rent of the cultivated 
cultivated Ipd pro- which the producc is human food, regu- 

laies that of most latcs the rent of the greater part of other cumvated 
of the rest, particular produce can long aflford less; 

because the land would immediately be turned to another use: And 
if any particular produce commonly affords more, it is because the 
quantity of land which can be fitted for it is too small to supply 
the effectual demand. 

and in Europe the In Europe com is the principal produce of land 
rent oj coni land which scrves immediately for human food. Except 

other cultivated m particular Situations, therefore, the rent of com 

land producing food. regulates in Europe that of all other cultivated 

land. Britain need envy neither the vineyards of France nor the olive 
plantations of Italy. Except in particular situations, the value of 
these is regulated by that of corn, in which the fertility of Britain 
is not much inferior to that of cither of those two countries. 
jfthe common jood If in any country the common and favourite veget- 
was such as to foQ j people should be drawn from a 

filirpS«7, plant of which the most common land, with the 

be higher: Same or nearly the same culture, produced a much 

greater quantity than the most fertile docs of corn, the rent of the 
landlord, or the surplus quantity of food which would remain to 


^ [William Douglass, M.D., A Summary, Historical and Political, of the First Planting, 
Progressive Improvements and Jh^esent State of the British Settlements in North America, 
176Q, voL ii., pp. 359. 3 <5 o and 373.] 

* [Ibid., p. 374. but die phrase is *an industrious man’ not ‘such a negro’,] 

* Douglas’s Summary, vol. ii,,pp. 37 ^. 373 * [This note appears first in ed. 2. In die 
text of cd. I the name is spelt ‘Douglass’.] 

* [This saying about the Dutch and spices is repeated below, vol . ii^ p. 3 it ^d again 
p. 152. Douglass, vol. ii., p. 372, in a note to the statement that Virginia and Maryland 
occasionally produce more than they can sell to advantage, which unmedialely pre- 
cedes his account of the occasional Wning of tobacco, says: ‘This is sometimes the 
case with tbj Dutch East India spices and die West India sugars.*] 

W.N. I-H 
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him, after paying the labour and replacing the stock of the farmer 
together with its ordinary profits, would necessarily be much 
greater. Whatever was the rate at which labour was commonly 
maintained in that country, this greater surplus could always main- 
tain a greater quantity of it, and consequently enable the landlord 
to purchase or command a greater quantity of it. The real value 
his rent, his real power and authority, his command of the neces- 
saries and conveniencies of life with which the labour of oth^ 
people could supply him, would necessarily be much greater. \ 
for example, rice, A rice field produces a much greater quantity of 
food than the most fertile corn field. Two crops in the year from 
thirty to sixty bushels each, are said to be the ordinary produce of 
an acre. Though its cultivation, therefore, requires more labour, a 
much greater surplus remains after maintaining all that labour. In 
those rice countries, therefore, where rice is the common and 
favourite vegetable food of the people, and where the cultivators 
are chiefly maintained with it, a greater share of this greater surplus 
should belong to the landlord than in corn countries. In Carolina, 
where the planters, as in other British colonies, are generally both 
farmers and landlords, and where rent consequently is confounded 
with profit, the cultivation of rice is found to be more profitable 
than that of com, though their fields produce only one crop in the 
year, and though, from the prevalence of the customs of Europe, 
rice is not there the common and favourite vegetable food of the 
people. 

A good rice field is a bog at all seasons, and at one season a bog 
covered with water. It is unfit either for com, or pasture, or vine- 
yard, or, indeed, for any other vegetable produce that is very useful 
to men: And the lands which are fit for those purposes, are not fit 
for rice. Even in the rice countries, therefore, the rent of rife lands 
cannot regulate the rent of the other cultivated land which can 
never be turned to that produce. 

or potatoes. The food produced by a field of potatoes is not 

inferior in quantity to that produced by a field of rice, and much 
superior to what is produced by a field of wheat. Twelve thousand 
weight of potatoes from an acre of land is not a greater produce 
than two thousand weight of wheat. The food or solid nourishment, 
indeed, which can be drawn from each of those two plants, is not 
altogether in proportion to their weight, on account of the watery 
nature of potatoes. Allowing, however, half the weight of this root 
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to go to water, a very large allowance, such an acre of potatoes will 
still produce six thousand weight of solid nourishment, three times 
the quantity produced by the acre of wheat. An acre of potatoes is 
cultivated with less expence than an acre of wheat; the fallow, which 
generally precedes the sowing of wheat, more than compensating 
the hoeing and other extraordinary culture which is always given 
to potatoes. Should this root ever become in any part of Europe, 
like rice in some rice countries, the common and favourite vegetable 
food of the people, so as to occupy the same proportion of the 
lands in tillage which wheat and other sorts of grain for human 
food do at present, the same quantity of cultivated land would main- 
tain a much greater number of people, and the labourers being 
generally fed with potatoes, a greater surplus would remain after 
replacing all the stock and maintaining all the labour employed in 
cultivation. A greater share of this surplus too would belong to the 
landlord. Population would increase, and rents would rise much 
beyond what they are at present. 

The land which is fit for potatoes, is fit for almost every other 
useful vegetable. If they occupied the same proportion of cultivated 
land which com does at present, they would regulate, in the same 
manner, the rent of the greater part of other cultivated land. 
meat is probably Some parts of Lancashire it is pretended, I have 
a better food than been told, that bread of oatmeal is a heartier food 

for labouring people than wheaten bread, and I 
have frequently heard the same doctrine held in Scotland. I am, 
however, somewhat doubtful of the truth of it. The common 
people in Scotland, who are fed with oatmeal, arc in general neither 
so strong nor so handsome as the same rank of people in England, 
who are fed with wheaten bread. They neither work so well, nor 
look so well; and as there is not the same difference between the 
people of fashion in the two countries, experience would seem to 
show, that the food of the common people in Scotland is not so 
suitable to the human constitution as that of their neighbours of the 
hut not than samc rank in England.^ But it seems to be other- 
potatoes, ^5^ potatoes. The chairmen, porters, and 

coal-heavers in London, and those unfortunate women who live by 
prostitution, the strongest men and the most beautiful women 
perhaps in the British dominions, are said to be, the greater part 
of them, from the lowest rank of people in Ireland, who are 
^ {The inferiority of oatmeal has already been asserted above, p. 85.] 
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goierally fed with this root. No food can aiford a more decisive 
proof of its nourishing quality, or of its being peculiarly suitable 
to the health of the human constitution. 

Potatoes, however, It is difiEicult to preserve potatoes through the year, 
are perishable. impossible to Store them like com, for two or 

three years together. The fear of not being able to sell them before 
they rot, discourages their cultivation, and is, perhaps, the chief 
obstacle to their ever becoming in any great country, like bread] 
die principal vegetable food of all the different ranks of the people. 


PART II 


The materials of 
clothing and 
lodging, at first 
superb-abundant, 
come in time to 
afford a rent. 


Of the Produce of Land which sometimes does, and sometimes does not 

afford Rent 

Human food seems to be the only produce of land which always 
and necessarily affords some rent to the landlord. Other sorts of 
produce sometimes may and sometimes may not, according to 
different circumstances. 

After food, cloathing and lodging are the two great 
wants of mankind. 

Land in its original rude state can afford the 
materials of cloathing and lodging to a much 
greater number of people than it can feed. In its 
improved state it can sometimes feed a greater number of people 
than it can supply with those materials; at least in the way in which 
they require them, and arc willing to pay for them. In the one 
state, therefore, there is always a super-abundance of those materials, 
which are frequently, upon that account, of little or no value. In 
the other there is often a scarcity, which necessarily augments their 
value. In the one state a great part of them is thrown away as use- 
less, and the price of what is used is considered as equal only to the 
labour and expence of fitting it for use, and can, therefore, afford 
no rent to the landlord. In the other they arc all made use of, and 
there is frequently a demand for more than can be had. Somebody 
is always^ willing to give more for every part of them than what 
is sufficient to pay the cxpcnce of bringing them to market. Their 
price, therefore, can always afford some rent to the landlord. 


» [This ‘always’ is qualified almost to the extent of contradiction on p. 183, below.] 
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Fcr example, hides The skins of the krgcr animals were the original 
and wool, materials of cloathing. Among nations of hunters 

and shepherds, therefore, whose food consists chiefly in the flesh of 
those animals, every man, by providing himself with food, provides 
himself with the materials of more cloathing than he can wear. If 
there was no foreign commerce, the greater part of them would be 
thrown away as things of no value. This was probably the case 
among the hunting nations of North America, before their country 
was discovered by the Europeans, with whom they now exchange 
their surplus peltry, for blankets, fire-arms, and brandy, which gives 
it some value. In the present commercial state of the known world, 
the most barbarous nations, I believe, among whom land property 
is established, have some foreign commerce of this kind, and find 
among their wealthier neighbours such a demand for all the 
materials of cloathing, which their land produces, and which can 
neither be wrought up nor consumed at home, as raises their price 
above what it costs to send them to those wealthier neighbours.^ 
It affords, therefore, some rent to the landlord. When the greater 
part of the highland cattle were consumed on their own hills, the 
exportation of their hides made the most considerable article of the 
commerce of that country, and what they were exchanged for 
afforded some addition to the rent of the highland estates.* The wool 
of England, which in old times could neither be consumed nor 
wrought up at home, found a market in the then wealthier and 
more industrious country of Flanders, and its price afforded some- 
thing to the rent of the land which produced it. In countries not 
better cultivated than England was then, or than the highlands of 
Scotland are now, and which had no foreign commerce, the 
materials of cloathing would evidently be so super-abundant, that 
a great part of them would be thrown away as useless, and no part 
could afford any rent to the landlord. 

stone and timber. The materials of lodging cannot always be trans- 

ported to so great a distance as those of cloathing, and do not so 
readily become an object of foreign commerce. When they are 
super-abundant in the country which produces them, it frequently 
happens, even in the present commercial state of the world, that 
they are of no value to the landlord. A good stone quarry in the 
neighbourhood of London would afford a considerable rait. In 
many parts of Scotland and Wales it affords none. Barren timber 
^ (Ed. t reads ‘thither*.) * {Above, p. 166. below, p, 244.] 
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for building is of great value in a populous and well-cultivated 
country, and the land which produces it affords a considerable rent. 
But in many parts of North America the landlord would be much 
obliged to any body who would carry away the greater part of 
his large trees. In some parts of the highlands of Scotland the bark 
is the only part of the wood which, for want of roads and water- 
carriage, can be sent to market. The timber is left to rot upon the 
ground. When the materials of lodging are so super-abundant, the 
part made use of is worth only the labour and expence of fitting 
it for that use. It affords no rent to the landlord, who generally 
grants the use of it to whoever takes the trouble of asking it. The 
demand of wealthier nations, however, sometimes enables him to 
get a rent for it. The paving of the streets of London has enabled 
the owners of some barren rocks on the coast of Scotland to draw 
a rent from what never afforded any before. The woods of Norway 
and of the coasts of the Baltic, find a market in many parts of Great 
Britain which they could not find at home, and thereby afford some 
rent to their proprietors. 

Population depends Coiuitries are populous, not in proportion to the 
on food; number of people whom their produce can cloath 

and lodge, but in proportion to that of those whom it can feed. 
When food is provided, it is easy to find the necessary cloathing 
and lodging. But though these are at hand, it may often be difficult 
to find food. In some parts even of the British dominions what is 
called A House, may be built by one day’s labour of one man. The 
simplest species of cloathing, the skins of animals, require somewhat 
more labour to dress and prepare them for use. They do not, how- 
ever, require a great deal. Among savage and barbarous nations, a 
hundredth or little more than a hundredth part of the labour or 
the whole year, will be sufficient to provide them with such cloath- 
ing and lodging as satisfy the greater part of the people. All the 
other ninety-nine parts are frequently no more than enough to 
provide them with food. 

so Ote demand for when by the improvement and cultivation 

the materials of of land the labour of one family can provide food 
for two, the labour of half the society becomes 
greata east of sufficient to provide food for the whole. The other 
obummgfooi, qj jjjg greater part of them, 

can be employed in providing other things, or in satisfying the 
other wants and fancies of mankind. Cloathing and lodging, hous-> 
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hold furniture, and what is called Equipage, are the principal objects 
of the greater part of those wants and fancies. The rich man con- 
sumes no more food than his poor neighbour. In quality it may be 
very different, and to select and prepare it may require more labour 
and art; but in quantity it is very nearly the same. But compare the 
spacious palace and great wardrobe of the one, with the hovel and 
the few rags of the other, and you will be sensible that the difference 
between their cloathing, lodging, and houshold furniture, is almost 
as great in quantity as it is in quality. The desire of food is limited 
in every man by the narrow capacity of the human stomach; but 
the desire of the conveniencies and ornaments of building, dress, 
equipage, and houshold furniture, seems to have no limit or certain 
boundary. Those, therefore, who have the command of more food 
than they themselves can consume, are always willing to exchange 
the surplus, or, what is the same thing, the price of it, for gratifica- 
tions of this other kind. What is over and above satisfying the 
limited desire, is given for the amusement of those desires which 
cannot be satisfied, but seem to be altogether endless. The poor, in 
order to obtain food, exert themselves to gratify those fancies of the 
rich, and to obtain it more certainly, they vie with one another in 
the cheapness and perfection of their work. The number of work- 
men increases with the increasing quantity of food, or with the 
growing improvement and cultivation of the lands; and as the 
nature of their business admits of the utmost subdivisions of labour, 
the quantity of materials which they can work up, increases in a 
much greater proportion than their numbers. Hence arises a demand 
for every sort of material which human invention can employ, 
either usefully or ornamentally, in building, dress, equipage, or 
houshold furniture; for the fossils and minerals contained in the 
bowels of the earth, the precious metals, and the precious stones. 
which thus makes Food is in this manner, not only the original source 
them afford rent, cvcry Other part of the produce of 

land which afterwards affords rent, derives that part of its value 
from the improvement of the powers of labour in producing food 
by means of the improvement and cultivation of land.^ 

They do not, Thosc Other parts of the produce of land, however, 
however, even then which afterwards afford rent, do not afford it 
nlways afford rent; Evcn in improved and cultivated countries. 


’ [This and tihetwo preceding paragraphs appear to be based on the dissertatioii on the 
natural wants of mankind in Letttirts, pp. iS7-i6i;cp. Mortd Sentiments, 1759, p. J49.] 
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the demand for them is not always such as to afford a greater price 
than what is sufficient to pay the labour, and replace, together with 
its ordinary profits, the stock which must be employed in bringing 
them to market. Whether it is or is not such, depends upon different 
circumstances. 

for example, some Whether a coal-mine, for example, can afford any 
hfr^To'afforT depends partly upon its fertility, and partly , 

rent. Upon its situation. 

A mine of any kind may be said to be either fertile or barren 
according as the quantity of mineral which can be brought from it 
by a certain quantity of labour, is greater or less than what can be 
brought by an equal quantity from the greater part of other mines 
of the same kind. 

Some coal-mines advantageously situated, camiot be wrought on 
account of their barrenness. The produce does not pay the expencc. 
They can afford neither profit nor rent. 

There are some of which the produce is barely sufficient to pay 
the labour,^ and replace, together with its ordinary profits, the stock 
employed in working them. They afford some profit to the under- 
taker of the work, but no rent to the landlord. They can be wrought 
advantageously by nobody but the landlord, who being himself 
undertaker of the work, gets the ordinary profit of the capital which 
he employs in it. Many coal-mines in Scotland are wrought in this 
manner, and can be wrought in no other. The landlord will allow 
nobody else to work them without paying some rent, and nobody 
can afford to pay any. 

or too disadvan- Other coal-niines in the same country sufficiently 
tageously Situated, fertile, cannot be wrought on account of their 
situation. A quantity of mineral sufficient to defray the expencc of 
working, could be brought from the mine by the ordinary, or 
even less than the ordinary quantity of labour; But in an inland 
country, thinly inhabited, and without cither good roads or water- 
carriage, this quantity could not be sold. 

The price of coat is Coals are a less agreeable fcwcl than wood: 
kept down by that they are said too to be less wholesome. The cx- 
ofwood, pence of coals, therefore, at the place where they 

arc consumed, must generally be somewhat less than that of 
wood. 


* fMisprinted ‘labourer* in cd. 5.] 
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which varies with wood again varies with the state of 

the state of agriculture, nearly in the same manner, and exactly 

culture. reason, as the price of cattle. In its rude 

beginnings the greater part of every coimtry is covered with wood, 
which is then a mere incumbrance of no value to the landlord, who 
would gladly give it to any body for the cutting. As agriculture 
advances, the woods are partly cleared by the progress of tillage, 
and partly go to decay in consequence of the increased number of 
cattle. These, though they do not increase in the same proportion 
as com, which is altogether the acquisition of human industry, yet 
multiply under the care and protection of men; who store up in 
the season of plenty what may maintain them in that of scarcity, 
who through the whole year furnish them with a greater quantity 
of food than uncultivated nature provides for them, and who by 
destroying and extirpating their enemies, secure them in the free 
enjoyment of aU that she provides. Numerous herds of cattle, when 
allowed to wander through the woods, though they do not destroy 
the old trees, hinder any young ones from coming up, so that in 
the course of a century or two the whole forest goes to ruin. The 
scarcity of wood then raises its price. It affords a good rent, and the 
landlord sometimes finds that he can scarce employ his best lands 
more advantageously than in growing barren timber, of which the 
greatness of the profit often compensates the lateness of the returns. 
This seems in the present times to be nearly the state of things in 
several parts of Great Britain, where the profit of planting is found 
to be equal to that of either com or pasture. The advantage which 
the landlord derives from planting, can no-wherc exceed, at least 
for any considerable time, the rent which these could afford him; 
and m an inland country which is highly cultivated, it will fre- 
quently not fall much short of this rent. Upon the sea-coast of a 
well-improved country, indeed, if coals can conveniendy be had 
for fewd,^ it may sometimes be cheaper to bring barren timber for 
building firom less cultivated foreign countries, than to raise it at 
home. In the new town of Edinburgh, built within these few 
years,* there is not, perhaps, a single sd^ of Scotch timber. 


* [Ed. % reads it can conveniently get coals for fcwcl*.] 

* [The North Bridge was only made passaWc in 1772: in 1778 the buildings along 
Princes Street had run to a coandferaWc l^th, and St, Andrew's Square and tSac streets 
connected with it were almond complete. A plan of that date shows the whole block 
between Qtsm Street and Princes Street (Amot, History afBdiuburgk^ 177$, pp. 233, 
315, 318, 319),] 
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But in the coal Whatever may be the price of wood, if that of 
^ev7tywherfmuch ^ expcHce of a coal-fite is nearly 

below this price. equal to that of a wood one, we may be assured, 
that at that place, and in these circumstances, the price of coals is 
as high as it can be. It seems to be so in some of the inland parts of 
England, particularly in Oxfordshire, where it is usual, even in the 
fires of the common people, to mix coals and wood together, and 
where the difference in the expence of those two sorts of fewel 
cannot, therefore, be very great. 

Coals, in the coal countries, are every-where much below this 
highest price. If they were not, they could not bear the expence of 
a distant carriage, either by land or by water. A small quantity only 
could be sold, and the coal masters and coal proprietors find it more 
for their interest to sell a great quantity at a price somewhat above 
the lowest, than a small qiuntity at the highest. The most fertile 
coal-mine too, regulates the price of coals at all the other mines 
in its neighbourhood.^ Both the proprietor and the undertaker of 
the work find, the one that he can get a greater rent, the other 
that he can get a greater profit, by somewhat underselhng all 
their neighbours. Their neighbours arc soon obUged to sell at the 
same price, though they cannot so well afford it, and though it 
always diminishes, and sometimes takes away altogether both their 
rent and their profit. Some works are abandoned altogether; 
others can afford no rent, and can be wrought only by the pro- 
prietor. 

T^e lowest possible The lowcst price at which coals can be sold for any 
only uptces^stek Considerable time, is, like that of all other com- 
unth profits. moditics, the price which is barely sufficient to 

replace, together with its ordinary profits, the stock which^must 
be employed in bringing them to market. At a coal-mine for which 
the landlord can get no rent, but which he must cither work him- 
self or let it alone altogether, the price of coals must generally be 
nearly about this price. 

Rem forms a Rent, cvcn where coals afford one, has generally a 
smaller proportion smaller share in their price than in that of most 


^ [Buchanan (cd. of Wealth of Nations, vol i., p. 279), commenting on this passage, 
remarks judiciously : *It is not by the produce of one c<^ mine, however fertile, but by 
the joint produce of all the coal mines that can be worked, that the price of coals is 
A certain quantity of coals only can be consumed at a certain price. If the mines 
that can be worked produce more than this quantity the price will faU; if they produce 
kls it will rise.*] 
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of the price of coal other parts of the rude produce of land. The rent 

than of that of most r ^ 1 1 

other mde produce, of an estate above ground, commonly amounts to 
what is supposed to be a third of the gross produce; and it is 
generally a rent certain and independent of the occasional variations 
in the crop. In coal-mines a fifth of the gross produce is a very great 
rent; a tenth the common rent, and it is seldom a rent certain, but 


depends upon the occasional variations in the produce. These are so 
great, that in a country where thirty years purchase is considered 
as a moderate price for the property for a landed estate, ten years 
purchase is regarded as a good price for that of a coal-mine. 

The situation of a The value of a coal-minc to the proprietor fre- 
7s‘s1mpoZ,nha,t quently dependsJ as much upon its situation as 
that oj a coal mine, upon its fertility. That of a metallic mine depends 
more upon its fertility, and less upon its situation. The coarse, and 
still more the precious metals, when separated from the ore, arc so 
valuable that they can generally bear the expence of a very long 
land, and of the most distant sea carriage. Their market is not con- 
fined to the countries in the neighbourhood of the mine, but 
extends to the whole world. The copper of Japan makes an article 
of commerce in Europe;^ the iron of Spain in that of Chili and 
Peru. The silver of Peru finds its way, not only to Europe, but 


from Europe to China. 

metals from all The price of coals in Westmorland or Shropshire 

MngGghil o" Newcastle; 

compeiUion. and thcir price in the Lionnois can have none at 

all. The productions of such distant coal-mines can never be brought 
into competition with one another. But the productions of the 
most distant metallic mines frequently may, and in fiict commonly 
are. The price, therefore, of the coarse, and still more that of the 
precious metals, at the most fertile mines in the world, must neces- 
sarily more or less affect their price at every other in it. The price 
of copper in Japan must have some influence upon its price at the 
copper mines in Europe. The price of silver in Peru, or the quantity 
either of labour or of other goods which it will purchase there, must 
have some influence on its price, not only at the silver muses of 
Europe, but at those of China. After the discovery of the mines of 
Peru, Ac silver mines of Europe were, the greater part of them, 
abandoned. The value of silver was so muA reduced that Acir 


* (Ed. I reads ‘depends fircquently*.! 

• Ed. i reads ‘article in the commerce of Europe*.] 
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produce could no longer pay the expence of working them, or 
replace, with a profit, the food, deaths, lodging and other necessaries 
which were consumed in that operation. This was the case too with 
the mines of Cuba and St. Domingo, and even with the andent 
mines of Peru, after the discovery of those of Potosi. 


Rent has therrfore a The price of every metal at every mine, therefore, 
small share in the being regulated in some measure by its price at the 
pnee of metals, xxiost fertile mine in the world that is actually 
wrought, it can at the greater part of mines do very little more than 
pay the expence of working, and can seldom afford a very high 
rent to the landlord. Rent, accordingly, seems at the greater part 
of mines to have but a small share in the price of the coarse, and a 
still smaller in that of the predous metals. Labour and profit make 
up the greater part of both. 


Tin and lead mines 
pay a sixth in 
Cornwall and 


A sixth part of the gross produce may be reckoned 
the average rent of the tin mines of Cornwall, the 


Scotland, most fertile that are known in the world, as we are 


told by the Rev. Mr. Borlacc, vice-warden of the stannaries. Some, 
he says, afford more, and some do not afford so much.^ A sixth 
part of the gross produce is the rent too of several very fertile lead 
mines in Scotland. 


The silver mines of silver mines of Peru, we arc told by Frezier 

Peru formerly paid and UUoa, the proprietor frequently exacts no 
other acknowledgment from the undertaker of the 
mine, but that he will grind the ore at his mill, paying him the 
ordinary multure or price of grinding.* Till 1736, indeed, the tax 
of the king of Spain amounted to one-fifth of the standard silver, 
which till then might be considered as the real rent of the greater 
part of the silver mines of Peru, the richest which have been k^own 
in the world. If there had been no tax, this fifth would naturally 
have belonged to the landlord, and many mines might have been 
wrought which could not then be wrought, because they could not 
afford this tax.* The tax of the duke of Cornwall upon tin is sup- 


^ [Natural History of Cornwall, by Willtam Borlase, 1758, p. 175, but tiodititg is there 
said as to the landlord sometimes receiving more than one-^ix^.] 

* [“Hiosc who are willing to labour themselves easily obtain of the miner a vein to 
work on; w^t they get out of it is their own, paying him the King’s duty and the 
hire of the mill, which is so considerable that some are satisfied with the profit it yields 
without employing any to work for them in the mines.’— Frczicr. Voyage to the South 
Sea and along the Coasts of Chili and Peru in the Years 1712, 1713 17I4» luith a Posh 

scriot by Dr. JSdmund Halley. 1717, p. 109. For Ulloa sec below, p. ipo, note-J 

(In place of th^ two sentences ed. i reads. 'The tax of the Kmg of Spam, indeeti, 
amounts to one-fifm of the standard silver, which may be considered as the real rent 
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posed to amount to more than five per cent, or onc-twentieth part 
of the valuc;^ and whatever may be his proportion, it would 
naturally too belong to the proprietor of the mine, if tin was duty 
free. But if you add one-twentieth to one-sixth, you will find that 
the whole average rent of the tin mines of Cornwall, was® to the 
whole average rent of the silver mines of Peru, as thirteen to twelve. 
and now only a But the silver mines of Peru are not now able to 
pay even this low rent, and the tax upon silver was, 
in 1736, reduced from one-fifth to one-tenth.® Even this tax upon 
silver too gives more tempution to smuggUng than the tax of one- 
twentieth upon tin; and smuggling must be much easier in the 
precious than in the bulky commodity. The tax of the king of 
Spain accordingly is said to be very ill paid, and that of the duke 
of Cornwall very well. Rent, therefore, it is probable, makes a 
greater part of the price of tin at the most fertile tin mines, than it 
does of silver at the most fertile silver mines in the world. After 
replacing the stock employed in working those different mines, 
together with its ordinary profits, the residue which remains to the 
proprietor, is greater it seems in the coarse, than in the precious 
metal. 

while profits are Neither are the profits of the undertakers of silver 

mines commonly very great in Peru. The same 
most respectable and well informed authors acquaint us, that when 
any person undertakes to work a new mine in Peru, he is universally 
looked upon as a man destined to bankruptcy and ruin, and is upon 
that account shunned and avoided by every body.* Mining, it seems, 
is considered there in the same light as here, as a lottery, in which 


of the greater part of the silver mines of Peru, the richest virhidi are known in die 
world. If there was no tax, this fifth would naturally belong to the landlord, and many 
mines might be wrought which cannot be wrought at present, because they cannot 
afford this tax/J 

^ (The sum of more than ^ *90*954 worth of produce is mentioned 

by Borlase. The duty was 4s, per cwt. — Natural History of Cornwall, p. 183.] 

• [Ed. I reads *is\] 

• [The reduction is mentioned again below, pp. 224, 238. Ed. i does not contain this 
sentence, and begins the next with *Thc high tax upon ^ver, too, gives much greater 
temptation to smuggling than the low tax upon tin’.] 

• |*Quand un homme tefmoigne avoir dcsscln dc fouillcr dans quclque mine, let 
autres Ic regardent comme im extravagant qui court k sa ^rtc, ct qui risque one ruinc 
certainc pour dcs e$p<^nces ^ioign«5es ct tr^-douteuscs. us tachetu dc Ic d^toiyncr de 
son desscin,et s*iis n’y peuvent reussir, iU Ic fuyent cn Tevitant, comme s’ils aaignaknt 
«|u’il ne leur communiquiit son mat* — historique de VAnidriq$ 4 € m/rtdiotude par 
don Ckwge Jim et par dm Antoine de Uiha, 1752, tom. i., p. 379* The stamment relates 
U) the province of Quito, and the condition of things is contrasted with that prevailing 
in Peru proper. For Frexier sec next page, note 4.] 
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tshc prizes do not compensate the blanks, though the greatness of 
some tempts many adventurers to throw away their fortunes in 
such unprosperous projects. 

Mining is ctt- As the sovereign, however, derives a considerable 

revenue from the produce of silver 
the souereign, mines, the law in Peru gives every possible encour- 
agement to the discovery and working of new ones. Whoever 
discovers a new mine, is entided to measure off two hundred and 
forty-six feet in length, according to what he supposes to be the 
direction of the vein, and half as much in breadth.^ He becomes 
proprietor of this portion of the mine, and can work it without 
paying any acknowledgment to the landlord. The interest of the 
duke of Cornwall has given occasion to a regulation nearly of the 
same kind in that ancient dutchy. In waste and unincloscd lands any 
person who discovers a tin mine, may mark out its limits to a 
certain extent, which is called bounding a mine. The bounder 
becomes the real proprietor of the mine, and may cither work it 
himself, or give it in lease to another, without die consent of the 
owner of the land, to whom, however, a very small acknowledg- 
ment must be paid upon working it.^ In both regulations the sacred 
rights of private property are sacrificed to the supposed interests of 
pubUc revenue. 

The gold mines of ^he same encouragement is given in Peru to the 
Peru now pay only discovery and working of new gold mines; and in 
n,u>entieih in rent, amounts Only to a twentieth 

part of the standard metal. It was once a fifth, and afterwards a 
tenth, as in silver; but it was found that the work could not bear 
even the lowest of these two taxes.* If it is rare, however, say the 
same authors, Frezier and Ulloa, to find a person who has mado^his 
fortune by a sUver, it is still much rarer to find one who has done 
so by a gold mine.* This twentieth part seems to be the whole rent 


^ {Frezier, Voyd^et p. 109.] 

• [fiorlase. Natural History of Cornwall, pp. 167, 175. If the Iznd was 'bounded' 
(bounding could only take place on ‘wastrel or common’) the lord of the soil received 
only a fifteenth.] 

• [Ed. I reads *It was once a fifth, as in silver, but it was found the work could not 
bear it.’] 

• ['It is more rare to see a gold miner rich than a silver miner or of any other metal. 
— Frezier, Voyafiie, p, 108. There seems nothing in cither Frezier or Ulloa to indicate 
that they took the gloomy view of the prospects of the gold and silver miner which is 
asertbed to them in the text. From dus and the curious way in which they arc coupled 

1 ^ and above (pp. 188, 189), and also the het that no mention is made of 
me title of cither of their books, it seems probable that Smith is quoting from memory 
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which is paid by the greater part of the gold mines in Chili and 
Peru. Gold too is much more liable to be smuggled than even silver; 
not only on account of the superior value of the metal in propor- 
tion to its bulk, but on account of the peculiar way in which nature 
produces it. Silver is very seldom found virgin, but, like most other 
metals, is generally mineralized with some other body, from which 
it is impossible to separate it in such quantities as will pay for the 
expcnce, but by a very laborious and tedious operation, which can- 
not well be carried on but in workhouses erected for the purpose, 
and therefore exposed to the inspection of the king’s officers. Gold, 
on the contrary, is almost always found virgin. It is sometimes 
found in pieces of some bulk; and even when mixed in small and 
almost insensible particles with sand, earth, and other extraneous 
bodies, it can be separated from them by a very short and simple 
operation, which can be carried on in any private house by any 
body who is possessed of a small quantity of mercury. If the king’s 
tax, tliercforc, is but ill paid upon silver, it is likely to be much 
worse paid upon gold; and rent must make a much smaller part 
of the price of gold, than even of that of silver. 

The lowest price of The lowest price at which the precious metals can 

the precious metals j qj. smallest quantity of other goods for 

must replace stock 1.11 1 1 i 1 • 

withonUnary which they Can be exchanged durmg any con- 

siderablc time, is regulated by the same principles 
which fix the lowest ordinary price of all other goods. The 
stock which must commonly be employed, the food, doaths, and 
lodging which must commonly be consumed in bringing them 
from the mine to the market, determine it. It must at least be 
sufficient to replace that stock, with the ordinary profits. 
hut their highest highest price, however, seems not to be 

price u determined ncccssarily determined by anything but the actual 
by thetr scarcity, scarcity or plenty of those mccals themselves. 
It is not determined by that of any other commodity, in the 
same manner as the price of coals is by that of wood, beyond 
which no scarcity can ever raise it. Increase the scardty of gold 
to a certain degree, and the smallest bit of it may become more 
precious than a diamond, and exchange for a greater quantity of 
other goods. 


or from notes which had become mixed. It is possible that he confused Ftcricr with 
Ulloa's collaborator, Don George Juan, but UUoa it quoted without Frmer above, 
p. 1 < 56 , and Mow, p. 207.! 
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The demand for The demand for those metals, arises partly from 
SS/w utility, and partly from their beauty. If you 

beauty: except iron, they are more useful than, perhaps, any 

other metal. As they are less liable to rust and impurity, they can 
more easily be kept clean; and the utensils either of the table or the 
kitchen are often upon that account more agreeable when made of 
them. A silver boiler is more cleanly than a lead, copper, or tin one; 
and the same quality would render a gold boiler still better than a 
silver one. Their principal merit, however, arises from their beauty, 
which renders them peculiarly fit for the ornaments of dress and 
and the merit of fumiture. No paint or dye can give so splendid a 
beauty is enhanced colour as gilding. Thc merit of their beauty is 
by their scarcity, greatly enhanced by their scarcity. With the greater 
part of rich people, the chief enjoyment of riches consists in thc 
parade of riches, which in their eye is never so complete as when 
they appear to possess those decisive marks of opulence which 
nobody can possess but themselves. In their eyes the merit of an 
object which is in any degree cither useful or beautiful, is greatly 
enhanced by its scarcity, or by the great labour which it requires 
to collect any considerable quantity of it, a labour which nobody 
can afford to pay but themselves. Such objects they arc willing to 
purchase at a higher price than things much more beautiful and 
useful, but more common. These qualities of utility, beauty, and 
scarcity, are the original foundation of thc high price of those 
metals, or of thc great quantity of other goods for which they can 
cvcry-whcrc be exchanged. This value was antecedent to and inde- 
pendent of their being employed as coin, and was thc quality which 
fitted them for that employment. That employment, however, by 
occasioning a new demand, and by diminishing the quantity which 
could be employed in any other way, may have afterwards con- 
tributed to keep up or increase their value. 

Thc demand for the precious stones arises alto- 
gether from their beauty. They arc of no use, but 
as ornaments; and thc merit of their beauty is 
greatly enhanced by their scarcity, or by thc diffi- 
culty and cxpcncc of getting them from thc mine. 
Wages and profit accordingly make up, upon most occasions, 
almost thc whole of their high price. Rent comes in but for a very 
small share; frequently for no share; and thc most fertile mines only 
sffotd any considerable rent When Tavernier, a jeweller, virited 


The demand for 
precious stones 
arises altogether 
from their beauty 
enhanced by dieir 
scarcity. 
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the diamond mines of Golconda and Visiapour, he was informed 
that the sovereign of the country, for whose benefit they were 
wrought, had ordered all of them to be shut up, except those which 
yielded the largest and finest stones,^ The others, it seems, were to 
the proprietor not worth the working. 

The rent of mines As the price both of the prccious metals and of the 
and^predousltones P^^cious stones is regulated all over the world by 
is in proportion to their price at the most fertile mine in it, the rent 
not to th^\bsoh*te ^^ich a mine of either can afford to its proprietor 
fertility, is in proportion, not to its absolute, but to what 

may be called its relative fertihty, or to its superiority over other 
mines of the same kind. If new mines were discovered as much 
superior to those of Potosi as they were superior to those of Europe, 
the value of silver might be so much degraded as to render even 
the mines of Potosi not worth the working. Before the discovery of 
the Spanish West Indies, the most fertile mines in Europe may have 
afforded as great a rent to their proprietor as the richest mines in 
Peru do at present. Though the quantity of silver was much less, it 
might have exchanged for an equal quantity of other goods, and 
the proprietor's share might have enabled him to purchase or com- 
mand an equal quantity either of labour or of commodities. The 
value both of the produce and of the rent, the real revenue which 
they afforded both to the public and to the proprietor, might have 
been the same. 

Abundant supplies The most abundant mines cither of the precious 
7fwweM ^oftlu^ metals or of the precious stones could add Httle to 
world, the wealth of the world. A produce of which the 

value is principally derived from its scarcity, is necessarily degraded 
by Its abundance. A service of plate, and the other frivolous orna- 
ments of dress, and furniture, could be purchased for a smaller 
quantity of labour, or for a smaller quantity of commodities; and 
in this would consist the sole advantage which the world could 
derive from that abundance. 


^ [The Six Voyt^ of John Baptista Tavernier^ a noble man of France now living, 
through Turkey into Persia and the East Indies, translated by J. P., 1678, docs not appear 
to contain any such statement. Possibly it is merdy founded on Tavcrmer*s rem^k 
that 'thxxt was a mine discovered between Coulour and Raolconda, which the King 
caused to be ^ut up again by reason of »3me cheats that were there; for they 
found therein dut sort of stones which had this green outside, hiir and tran^arent, 
and which appeared more hdr than die others, but when they came to the mill 
they crumbWto pieces* (pt. ii., p. 138). In cds. 4 and 5 ‘yidded* is misprinted 
*yidd*.] 
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But in estates about It is Otherwise in estates above ground. The value 

ground both produce produce and of their rent is in propor- 

and rent are regiH . i- ii 1 - 

lated by absolute tion to thcir absolute, and not to tlieir relative 

fertility. fertility. The land which produces a certain quan- 

tity of food, cloaths and lodging, can always feed, cloath, and lodge 
a certain number of people; and whatever may be the proportion 
of the landlord, it will always give him a proportionable command 
of the labour of those people, and of the commodities with which 
that labour can supply him. The value of the most barren lands is 
not diminished by the neighbourhood of the most fertile. On the 
contrary, it is generally increased by it. The great number of people 
maintained by the fertile lands afford a market to many parts of 
the produce of the barren, which they could never have found 
among those whom their own produce could maintain. 

Abumlanct of food Whatever increases the fertihty of land in pro- 
raises the uahe of ducing food, increases not only the value of the 
other produce. lands Upon which the improvement is bestowed, 
but contributes likewise to increase that of many other lands, by 
creating a new demand for their produce. That abundance of food, 
of which, in consequence of the improvement of land, many people 
have the disposal beyond what they themselves can consume, is the 
great cause of the demand both for the precious metals and the 
precious stones, as well as for every other convcniency and orna- 
ment of dress, lodging, houshold furniture, and equipage. Food 
not only constitutes the principal part of the riches of the world, 
but it is the abundance of food which gives the principal part of 
their value to many other sorts of riches. The poor inhabitants of 
Cuba and St. Domingo, when they were first discovered by the 
Spaniards, used to wear little bits of gold as ornaments in thcii>hair 
and other parts of their dress. They seemed to value them as we 
would do any little pebbles of somewhat more than ordinary 
beauty, and to consider them as just worth the picking up, but not 
worth the refusing to any body who asked them. They gave them 
to their new guests at the first request, without seeming to think 
that they had made them any very valuable present. They were 
astonished to observe the rage of the Spaniards to obtain them; and 
had no notion that there could anywhere be a country in which 
many people had the disposal of so great a superfluity of food, so 
scanty always among themselves, that for a very small quantity of 
those glittering baubles they would willingly give as much as nright 
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maintain a whole family for many years. Could they have been 
made to understand this, the passion of the Spaniards would not 
have surprised them. 


PART III 

Of the Variations in the Proportion between the respective Values of that 
Sort of Produce which always affords Renty and of that which some-- 
times does and sometimes does not afford Rent 

The generai course The increasing abundance of food, in consequence 
froduce%!er^i increasing improvement and cultivation, must 
food to become necessarily increase the demand for every part of 
the produce of land which is not food, and which 
can be applied either to use or to ornament. In the whole progress 
of improvement, it might therefore be expected, there should be 
only one variation in the comparative values of those two different 
sorts of produce. The value of that sort which sometimes docs and 
sometimes does not afford rent, should constantly rise in proportion 
to that which always affords some rent. As art and industry advance, 
the materials of cloathing and locking, the useful fossils and minerals 
of the earth, the precious metals and the precious stones should 
gradually come to be more and more in demand, should gradually 
exchange for a greater and a greater quantity of food, or in other 
words, should gradually become dearer and dearer. This accord- 
ingly has been the case with most of these things upon most 
occasions, and would have been the case with all of them upon all 
occasions, if particular accidents had not upon some occasions in- 
creased the supply of some of them in a still greater proportion than 
the demand. 

hut there are Thc valuc of a frce-stonc quarry, for example, will 

interrupdonsy ncccssarily incteasc with thc increasing improve- 

ment and population of thc country round about it; especially if it 
should be thc only one in the neighbourhood. But the valuc of a 
silver mine, even though there should not be another within a thou- 
sand miles of it, will not ncccssarily increase with thc improvement 
of the country in which it is situated, Thc market for thc produce of 
a free-stone quarry can seldom extend more than a few miles round 
about it, and the demand must generally be in proportion to thc 
improvement and population of that small district. But thc market 
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as in the case of for thc producc of a silvcT mine may extend over 
thc whole known world. Unless the world in 
general, therefore, be advancing in improvement and population, 
thc demand for silver might not be at all increased by the improve- 
ment even of a large country in the neighbourhood of thc mine. 
when new fertile Even though thc world in general were improving, 

mines are discovered, couTsc of its improvement, ncw miucs 

should be discovered, much more fertile than any which had been 
known before, though the demand for silver would necessarily 
increase, yet the supply might increase in so much a greater propor- 
tion, that the real price of that metal might gradually fall; that is, 
any given quantity, a pound weight of it, for example, might 
gradually purchase or command a smaller and a smaller quantity of 
labour, or exchange for a smaller and a smaller quantity of corn, 
the principal part of thc subsistence of thc labourer. 

The great market for silver is the commercial and civilized part 
of the world. 

Silver would grow If by the general progress of improvement the 
p^r^essqfim^t demand of this market should increase, while at 
ment, the same time the supply did not increase in thc 

same proportion, the value of silver would gradually rise in propor- 
tion to that of com. Any given quantity of silver would exchange 
for a greater and a greater quantity of com; or, in other words, thc 
average money price of corn would gradually become cheaper and 
cheaper. 

but might graw the Contrary, thc supply by some accident 

cheaper if some should increase for many years together in a greater 

^etu%iyfor^^^ proportion than thc demand, that metal would 
many years gradually bccomc cheaper and cheaper; or, in #thcr 

together: words, the average money price of com would, in 

spite of all improvements, gradually become dearer and dearer. 
or remain station- But if, on the Other hand, the supply of thc metal 
7Jpply^!^se^ should increase nearly in the same proportion as 
cipiolly. the demand, it would continue to purchase or ex- 

change for nearly the same quantity of corn, and thc average money 
price of com would, in spite of all improvements, continue very 
nearly the same. 

These three things These three seem to exhaust all thc possible com- 
400 binations of events which can happen in thc pro- 
y**"- gress of improvement; and during the course of the 
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four centuries prcccdiiig the present, if we may judge by what has 
happened both in France and Great Britain, each of those three 
different combinations secm^ to have taken place in the European 
market, and nearly in the same order too in which I have here set 
them down. 


Digression concerning the Variations in the Value of Silver during the 
Course of the Four last Centuries 


FIRST PERIOD 


From 1330 to 1370 ^ 3 50 , and for some time before, the average price 

siluer gradually fell, of the quarter of wheat in England seems not to 
have been estimated lower than four ounces of silver, Tower- 
weight, equal to about twenty shillings of our present money. From 
this price it seems to have fallen gradually to two ounces of silver, 
equal to about ten shillings of our present money, the price at 
which we find it estimated in the beginning of the sixteenth cen- 
tury, and at which it seems to have continued to be estimated till 
about 1570.^ 


In JJ30 wheat was ^ 350 , being the 25th of Edward III, was enacted 
4 oz. of silver per what is Called, Thc statute of labourers.^ In the 
qtiarter, preamble it complains much of the insolence of 

servants, who endeavoured to raise their wages upon their masters.^ 
It therefore ordains, that all servants and labourers should for the 
future be contented with thc same wages and liveries (liveries in 
those times signified, not only deaths, but provisions) which they 
had been accustomed to receive in the 20th year of thc king, and 
thc four preceding years;® that upon this account their livery wheat 


^ (Ed. 1 reads *seeins'.] 

• [The evidence for this statement, whidi docs not agree with thc figures in thc 
table at the end of the chapter, is given in the next eleyen paragraphs.] 

* [Already quoted above, p. 146.] 

♦ [!t speaks of the Act of 1349, which ordered a continuance of wages at the level of 
20 Edward 111 ., and five or six years before (1347 or 1348 to I353)» ^ having been 
passed *against the malice of servants which were idle and not willing to serve ate die 
pestilence without taking excessive wages,* and gives as thc reason for new provisions 
‘forasmuch as it is given thc King to imderstand in diis present Parliament by die peti- 
tion of the commonalty that thc said servants having no regard to the said ordinance, 
but to their ease and singular covctisc, do withdraw themselves to serve great men and 
other, unleu they have livery and wages to thc double or treble of that &y were wont 
to take the said twentieth year and before, to thc great damage of the great men and 
impoverishing of all thc said commonalty, whereof die said commonalty prayedi 
remedy/) 

* four years before thc twentieth yoff.] 
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should no-whcre be estimated higher than ten-pcncc a bushel, and 
that it should always be in the option of the master to dehver them 
cither the wheat or the money. Ten-pence a bushel, therefore, had, 
in the 25th of Edward III, been reckoned a very moderate price of 
wheat, since it required a particular statute to obhge servants to 
accept of it in exchange for their usual livery of provisions; and it 
had been reckoned a reasonable price ten years before that, or in 
the i6th year of the king, the term to which the statute refers. But 
in the i6th year of Edward III, ten-pence contained about half an 
ounce of silver, Tower-weight, and was nearly equal to half a 
crown of our present money. ^ Four ounces of silver, Tower-weight, 
therefore, equal to six shillings and eight-pence of the money of 
those times, and to near twenty shillings of that of the present, must 
have been reckoned a moderate price for the quarter of eight 
bushels. 

and was not less This Statute is surely a better evidence of what was 
t^innhig^of^he reckoned in those times a moderate price of grain, 
century, than the price of some particular years which have 

generally been recorded by historians and other writers on account 
of their extraordinary dearness or cheapness, and from which, there- 
fore, it is difficult to form any judgment concerning what may have 
been the ordinary price.* There arc, besides, other reasons for be- 
lieving that in the beginning of the fourteenth ccntur)% and for some 
time before, the common price of wheat was not less than four 
ounces of silver the quarter, and that of other grain in proportion. 

In 1309, Ralph dc Bom, prior of St. Augustine’s, Canterbury, 
gave a feast upon his installation-day, of which William Thom has 
preserved, not only the bill of fare, but the prices of many parti- 
culars. In that feast were consumed, ist, Fifty-three quarters of 
wheat, which cost nineteen pounds, or seven shillings and two-pcncc 
a quarter, equal to about onc-and-twenty shillings and six-pcnc? of 
our present money; adly, Fifty-eight quarters of malt, which cost 
seventeen pounds ten shillings, or six shillings a quarter, equal to 
about eighteen shillings of our present money: jdly, Twenty 
quarters of oats, which cost four pounds, or four shillings a quarter, 
equal to about twelve shillings of our present money.* The prices 

• (This and the other reductions of ancient money to the eighteenth century standard 
arc probably founded on the tabJc in Martin Folkes, Table of English Silver Coins, 1745 * 
p. t 42 .] 

• (E.^., Fleetwood’s prices in the table at the end of the chapter.] 

• (Fleetwood, Chromcon Preciosum, 1707, pp. 83-85.] 
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of malt and. oats seem here to be higher than their ordinary propor- 
tion to the price of wheat. 

These prices arc not recorded on accoimt of their extraordinary 
dearness or cheapness, but arc mentioned accidentally as the prices 
actually paid for large quantities of grain consumed at a feast which 
was famous for its magnificence. 

and for some time In 1262, being the 5ist of Henry III, was revived 

an ancient statute called. The Assize of Bread and 
Alef wliich, the king says in the preamble, had been made in the 
times of his progenitors sometime kings of England. It is probably, 
therefore, as old at least as the time of his grandfather Henry II, and 
may have been as old as the conquest. It regulates the price of bread 
according as the prices of wheat may happen to be, from one 
shilling to twenty shillings the quarter of the money of those times. 
But statutes of this kind are generally presumed to provide with 
equal care for all deviations from the middle price, for those below 
it as wcU as for those above it. Ten shilUngs, therefore, containing 
six ounces of silver, Tower-weight, and equal to about thirty 
shillings of our present money, must, upon this supposition, have 
been reckoned the middle price of the quarter of wheat when this 
statute was first enacted, and must have continued to be so in the 
51st of Henry III, We cannot therefore be very wrong^ in supposing 
that the middle price was not less than one-third of the highest price 
at which this statute regulates the price of bread, or than six shillings 
and eight-pence of the money of those times, containing four 
ounces of silver. Tower- weight. 

From these dift'erent facts, therefore, we seem to have some 
reason to conclude, tliat about the middle of the fourteenth century, 
and for a considerable time before, the average or ordinary price 
of the quarter of wheat was not supposed to be less than four 
ounces of silver. Tower-weight. 

From that it sank about the middle of the fourteenth to the 

jiiradually to 2 oz. beginning of the sixteenth century, what was 
reckoned the reasonable and moderate, that is the 
Jury anti remained ordinary or average price of wheat, seems to have 
(It that nil isyo. gradually to about one-half of this price; so 

^ [ITjc date 126Z is wrong, as 51 Hen. III. ran from October 28, 1266, to October 27, 
1267. But the editions of the statutes which ascribe the statute to 5 1 Hen. 111 . appear to 
have no good authority for doing so; see Statutes of the Realms vol. i., p. 199* notes. 
The statute has already been quoted above, p. 31, and is quoted again below, p. 204.] 

* [Ed. I reads ‘very far wrong’.] 
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as at last to have fallen to about two ounces of silver, Tower-weight, 
equal to about ten shillings of our present money. It continued to be 
estimated at this price till about 1570. 

In the houshold book of Henry, the fifth earl of Northumberland, 
drawn up in 1 5 1 2, there are two different estimations of wheat. In one 
of them it is computed at six shillings and eight-pence the quarter, in 
the other at five shillings and eight-pence only.^ In 1512, six shillings 
and eight-pence contained only two ounces of silver, Tower-weight, 
and were equal to about ten shillings of our present money. 

From the 25th of Edward III, to the beginning of the reign of 
Ehzabeth, during the space of more than two hundred years, six 
shillings and eight-pence, it appears from several different statutes, 
had continued to be considered as what is called the moderate and 
reasonable, that is the ordinary or average price of wheat. The 
quantity of silver, however, contained in that nominal sum was, 
during the course of this period, continually diminishing, in conse- 
quence of some alterations which were made in the coin. But the 
increase of the value of silver had, it seems, so far compensated the 
diminution of the quantity of it contained in the same nominal 
sum, that the legislature did not think it worth while to attend to 
this circumstance. 

Thus in 1436 it was enacted, that wheat might be exported with- 
out a licence when the price was so low as six sliillings and eight- 
pence:^ And in 1463 it was enacted, that no wheat should be 
imported if the price was not above six shilUngs and eight-pence 
the quarter.® The legislature had imagined, that when the price was 
so low, there could be no inconveniency in exportation, but that 
when it rose higher, it became prudent to allow of imporution. 
Six shillings and eight-pence, therefore, containing about the same 
quantity of silver as thirteen shillings and four-pence of our present 
money (one third part less than the same nominal sum contamed 
in the time of Edward III), had in those times been considered as 
what is called the moderate and reasonable price of wheat. 

In 1554, by the ist and 2d of Philip and Mary;^ and in 1558, by the 

^ [The Regulations and Establishment of the Houshold of Henry Algernon Percy, the fifth 
Earl of NorSntmherland, at his castles oj Wresill and Lekinfield in Yorkshire, begun anno 
domini MDXtL, 1770, pp. 2, 4. but there arc not really two estimations. It seems clear 
that *vs. viijd.* on p. 4 is merely a misprint or mistake for Vis. viijd./ since 1 18 qrs. 
2 bushels are reckoned at £^9 8s. 4d.] 

* [15 Hen. VI.. c. 2.] • J3 Ed. IV.. c. a.] 

* fi and 2 P. and M., c. 5. § 7, Licences for exportation, however, are recognised by 
die Act.] 
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1st of Elizabeth,^ the exportation of wheat was in the same manner 
prohibited, whenever the price of the quarter should exceed six 
shillings and eight*pence, which did not then contain two penny 
worth more silver than the same nominal sum does at present. But 
it had soon been found that to restrain the exportation of wheat till 
the price was so very low, was, in reality, to prohibit it altogether. 

In 1562, therefore, by the 5th of Elizabeth,^ the exportation of 
wheat was allowed from certain ports whenever the price of the 
quarter should not exceed ten shillings, containing nearly the same 
quantity of silver as the like nominal sum does at present. This price 
had at this time, therefore, been considered as what is called the 
moderate and reasonable price of wheat. It agrees nearly with the 
estimation of the Northumberland book in 1512. 

The same fall has 'That in France the average price of grain was, in 
been obserued in the same manner, much lower in the end of the 
France. fifteenth and beginning of the sixteenth century, 

than in the two centuries preceding, has been observed both by 
Mr. Dupri de St. Maur,^ and by the elegant author of the Essay 
on the police of grain.* Its price, during the same period, had 
probably sunk in the same manner through the greater part of 
Europe. 

It may have been This rise in the value of silver, in proportion to that 

due to the increase com, may either have been owing altogether to 

of demand for silver . . /•is i r t i • 

or to a diminution the increase of the demand tor that metal, m conse- 

of supply, quence of increasing improvement and cultivation, 

the supply in the mean time continuing the same as before; Or, the 

demand continuing the same as before, it may have been owing 

altogether to the gradual diminution of the supply; the greater part 

of the mines which were then known in the world, being much 

exhausted, and consequently the cxpencc of working them much 

increased: Or it may have been owing partly to the one and partly 

to the other of those two circunrstances. In the end of die fifteenth 

and beginning of the sixteenth centuries, the greater part of Europe 

* fi Elit., c. II, S II, which, however, merely partially exempts Norfolk and Suffolk 
from regt^tions intended to prevent e 3 (|>ortation from places where no custonv^ 
house existed.] 

* [5 Elk., c. 5. S 17 ] 

* [Neither his Recherchts sur la valmr des Montioies et sur les prix des gratns avant H 
apris k eoncih de FraneforU nor his Bssai sur les Monnoiest ou rdji^ims sur le 
rapport entrt Fargent et les denrdesp 1746, contain any clear justification for this refisrmce.] 

* (From 1446 to 15 1 5 *lc bid fut plus has ^uc dans les siddes prdeddents*. — Essai sur la 
police gMrale des grains sur teur prix et sur les effets de V agriculture, 1 755 fby C. J. Herbert), 
pp. 259, ado,] 
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was approaching towards a more settled form of government than 
it had enjoyed for several ages before. The increase of security 
would naturally increase industry and improvement; and the 
demand for the precious metals, as well as for every other luxury 
and ornament, would naturally increase with the increase of riches. 
A greater amiual produce would require a greater quantity of coin 
to circulate it; and a greater number of rich people would require 
a greater quantity of plate and other ornaments of silver. It is 
natural to suppose too, that the greater part of the mines which 
then supplied the European market with silver, might be a good 
deal exhausted, and have become more expensive in the working. 
They had been wrought many of them from the time of the 
Romans. 

Most writers, how- It has been the opinion, however, of the greater 

ever, have supposed ^hose who have written upon the prices of 

that the value of ^ i- -. • i r ^ 

silver continually commodities m ancient times, that, from the Con- 

quest, perhaps from the invasion of Julius Caesar, 
tiU the discovery of the mines of America, the value of silver was 
continually diminishing. This opinion they seem to have been led 
into, partly by the observations which they had occasion to make 
upon the prices both of corn and of some other parts of the rude 
produce of land; and partly by the popular notion, that as the 
quantity of silver naturally increases in every country with the 
increase of wealth, so its value diminishes as its quantity increases. 
They have been In their observations upon the prices of corn, three 
XertaLns'^ the different circumstances seem frequently to have 
price of com, misled them. 

(2) by conjusing First, In ancient times almost all rents were paid 
with market prices; HI kind; m a ccrtam quantity of corn, cattle, poultry, 
&c. It sometimes happened, however, that the landlord would 
stipulate,^ that he should be at liberty to demand of the tenant, 
ciAcr the annual payment in kind, or a certain sum of money 
instead of it* The price at which the payment in kind was in this 
manner exchanged for a certain sum of money, is in Scotland called 
the conversion price. As the option is always in the landlord to take 
cither the substance or the price, it is necessary for the safety of the 
tenant, that the conversion price should rather be below than above 
the average market price. In many places, accordingly, it is not 
much above one-half of this price. Through the greater part of 
^ [Ed. I reads ‘widi the tenant* here and omits ‘of the tenant* at end of line.] 
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Scotland this custom still continues with regard to poultry, and in 
some places with regard to cattle. It might probably have continued 
to take place too with regard to com, had not the institution of the 
public fiats put an end to it. These are annual valuations, according 
to the judgment of an assize, of the average price of all the different 
sorts of grain, and of all the different qualities of each, according to 
the actual market price in every different county. This institution 
rendered it sufficiently safe for the tenant, and much more con- 
venient for the landlord, to convert, as they call it, the com rent, 
rather at what should happen to be the price of the fiars of eacli 
year,^ than at any certain fixed price. But the writers who have 
collected the prices of corn in ancient times, seem frequently to have 
mistaken what is called in Scotland the conversion price for the 
actual market price. Fleetwood acknowledges, upon one occasion, 
that he had made this mistake. As he wrote his book, however, for 
a particular purpose, he does not think proper to make this acknow- 
ledgment till after transcribing this conversion price fifteen times.* 
The price is eight shilhngs the quarter of wheat. This sum in 1423, 
the year at which he begins with it, contained the same quantity of 
silver as sixteen shillings of our present money. But in 1562, the 
year at which he ends with it, it contained no more than the same 
nominal sum does at present. 

(2) by the slovenly Secondly, They have been misled by the slovenly 
awienntatutfs of Planner in which some ancient statutes of assize 
assize; had been sometimes transcribed by lazy copiers; 

and sometimes perhaps actually composed by the legislature. 

The ancient statutes of assize seem to have begun always with 
determining what ought to be the price of bread and ale when the 
price of wheat and barley were at the lowest, and to have pro- 
ceeded gradually to determine what it ought to be, according as 
the prices of those two sorts of grain should gradually rise above 
this lowest price. But the transcribers of those statutes seem fre- 
quently to have thought it sufficient, to copy the regulation as far 
as the three or four first and lowest prices; saving in this manner 
their own labour, and judging, I suppose, that this was enough to 
show what proportion ought to be observed in all higher prices* 

‘ [Ed. I reads ‘rent at the price of the Ears of each year rather*.] 

• [Chronkm Preciostmt 1707, pp. 121, 12Z. Fleetwood does not ‘acknowledge* any 
‘mistake,* bnt says that though the price was not the market price it might have been 
‘well agreed upon*. His ‘particular purpose’ was to prove that in order to qualify for a 
fcUowSiip a man might conscientiously swear his income to be much less man it was.] 
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Thus in the assize of bread and ale, of the 51st of Henry III, the 
price of bread was regulated according to the different prices of 
wheat, from one shilling to twenty shillings the quarter, of the 
money of those times. But in the manuscripts from which all the 
different editions of the statutes, preceding that of Mr. Ruflhead, 
were printed, the copiers had never transcribed this regulation be- 
yond the price of twelve shillings.^ Several writers, therefore, being 
misled by this faulty transcription, very naturally concluded that the 
middle price, or six shiUings the quarter, equal to about eighteen 
shiUings of our present money, was the ordinary or average price 
of wheat at that time. 

or by mis- Statute of Tumbrel and Pillory, ^ enacted 

understanding oj nearly about the same time, the price of ale is regu- 
those statutes; according to every sixpence rise in the price 

of barley, from two shillings to four shillings the quarter. That four 
^ shillings, however, was not considered as the highest price to which 
barley might frequendy rise in those times, and that these prices 
were only given as an example of the proportion which ought to 
be observed in all other prices, whether higher or lower, we may 
infer from the last words of the statute; *et sic deinceps crescetur vcl 
diminuetur per sex denarios.’ The expression is very slovenly, but 
the meaning is plain enough; ‘That the price of ale is in this manner 
to be increased or diminished according to every sixpence rise or 
fall in the price of barley.’ In the composition of this statute the 
legislature itself seems to have been as neghgent as the copiers were 
in the transcription of the other. 

In an ancient manuscript of the Rcgiam Majestatem, an old 
Scotch law book, there is a statute of assize, in which the price of 
bread is regulated according to all the different prices of wheat, 
from ten-pence to three shillings the Scotch boll, equal to a^ut 
half an EngHsh quarter. Three shillings Scotch, at the time when 
this assize is supposed to have been enacted, were equal to about 
nine shillings sterling of our present money. Mr. Ruddinuui* secms^ 
to conclude from this, that three shillings was the highest price to 


^ [The statement is too sweeping. See Statutes of the Realm, vol. i., pp. xxiv and 199* 
notes. Ruihead’s edition began to be published in 1762.] 

• [Judicium Pilloric, temp, incert., ascribed tp 51 Hen. III., stat. 6.] 

♦ [Eds. I and 2 read *Rumman\] 

* See his preface to Anderson’s Diplomata Scotiae. [Selectus diplcmatum et numis- 
matum Scotiae thesaun 4 s, 1739, p. 82, and in the translation, An Introduaion to Mr, James 
Anderson^s Diplomata Scotiae, by Thomas Ruddiman, M.A., Edinburgh, I 773 » PP* 
270, Z74, 228. The note appears first in cd. 2.] 
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which wheat ever rose in those times, and that ten-pence, a shilling, 
or at most two shillings, were the ordinary prices. Upon consulting 
the manuscript, however, it appears evidently, that all these prices 
are only set down as examples of the proportion which ought to 
be observed between the respective prices of wheat and bread. The 
last words of the statute are, ‘reliqua judicabis secundum praescripta 
habendo respectum ad pretium bladi.’ ‘You shall juc^e of the 
remaining cases according to what is above written having a respect 
to the price of com.’ ^ 

W (j) by auribut^ Thirdly, They seem to have been misled too by the 

'importance to exces- "^^*7 which wheat was sometimes sold 

sively low prices. in very andent times; and to have imagined, that 
as its lowest price was then much lower than in later times, its 
ordinary price must likewise have been much lower. They might 
have found, however, that in those ancient times, its highest price 
was fully as much above, as its lowest price was below any thing 
that had ever been known in later times. Thus in 1270, Fleetwood 
gives us two prices of the quarter of wheat.* The one is four poimds 
sixteen shillings of the money of those times, equal to fourteen 
pounds eight shillings of that of the present; the other is six pounds 
eight shillings, equal to nineteen pounds four shillings of our present 
money. No price can be found in the end of the fifteenth, or begin- 
ning of the sixteenth century, which approaches to the extravagance 
of these. The price of com, though at all times liable to variation,* 
varies most in those turbulent and disorderly sodeties, in which the 
interruption of all commerce and communication hinders the plenty 
of one part of the country from reUeving the scarcity of another. 
In the disorderly state of England under the Plantagencts, who 
governed it from about the middle of the twelfth, till towards the 
end of the fifteenth century, one district might be in plenty, while 
another at no great distance, by having its crop destroyed either by 
some accident of the seasons, or by the incursion of some neighbour- 
ing baron, might be suffering all the horrors of a famine; and yet 
if the lands of some hostile lord were interposed between them, the 

* [The manuscript appears to be the Alexander Foulis MS., now 25. 4> xo. in 
Edinburgh Advocates* Library, No. viii. of the MSS., described in Act: of the ParlisH 
metits of Scotlartd, voL i. The exact words arc ^'Memorandum quod reliqua judicabis 
secundum praedicta habendo respectum ad pracscripta bladi prccium duplicando.*] 

* [ChrotUcon Preciosum^ p. 7S. Fleetwood quotes the author of Antiq. Britan, in Vi0joh. 
Pedum as saying that ^provisions were so scarce that parents did eat their own 
children*.] 

* [Eds. 1 to 3 read Variations’.] 
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one might not be able to give the least assistance to the other. Under 
the vigorous administration of the Tudors, who governed England 
during the latter part of the fifteenth, and through the whole of the 
sixteenth century, no baron was powerful enough to dare to disturb 
the pubhc security. 

The fisitires at the The reader will find at the end of this chapter all 
^con/rm^this^^^^^ prices of wheat which have been collected by 
account, Flcetwood from 1202 to 1597, both inclusive, re- 

duced to the money of the present times, and digested according to 
the order of time, into seven divisions of twelve years each. At the 
end of each division too, he will find the average price of the twelve 
years of which it consists. In that long period of time, Fleetwood 
has been able to collea the prices of no more than eighty years, so 
that four years are wanting to make out the last twelve years. I 
have added, therefore, from the accounts of Eton College, the 
prices of 1598, 1599, 1600, and 1601.^ It is the only addition which 
I have made. The reader will sec, that from the beginning of the 
thirteenth, till after the middle of the sixteenth century, the average 
price of each twelve years grows gradually lower and lower; and 
that towards the end of the sixteenth century it begins to rise again. 
The prices, indeed, which Flcetwood has been able to collect, seem 
to have been those chiefly which were remarkable for extraordinary 
dearness or cheapness; and I do not pretend that any very ceitain 
conclusion can be drawn from them. So far, however, as they prove 
any thing at all, they confirm the accoimt which I have been 
endeavouring to give. Fleetwood himself, however, seems, with 
most other writers, to have believed,* that during all this period the 
value of silver, in consequence of its increasing abundance, was con- 
tinually diminishing. The prices of com which he himself has col- 
lected, certainly do not agree with this opinion. They agree per- 
fectly with that of Mr, Dupr^ dc St. Maur,® and with that whicli I 
have been endeavouring to explain. Bishop Flcetwood and Mr. 
Dupri dc St. Maur are the two authors who seem to have collected, 
with the greatest diligence and fidehty, the prices of things in 
ancient times. It is somewhat curious that, though their opinions 
arc so very diffcrait, their facts, so far as they relate to the price of 
com at least, should coincide so very exactly. 

* [Sec die tabic, pp. 27^283 below,] 

* pliis appears to be merely an inference from the fact that he does not take notice 
of fluctuations.] 

* (Above, p. 201.] 
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Sometimes the value It is not, however, SO much from the low price of 

measured by thT of some Other parts of the rude 

price of cattle, producc of land, that the most judicious writers 

^thflowpricfof inferred the great value of silver in those very 

these things shows ancient timcs. Com, it has been said, being a sort 
[he^deamess^of manufacture, was, in those rude ages, much 

silver, dearer in proportion than the greater part of other 

commodities; it is meant, I suppose, than the greater part of un- 
manufactured commodities; such as cattle, poultry, game of all 
kinds, &c. That in those times of poverty and barbarism these were 
proportionably much cheaper than com, is undoubtedly true. But 
this cheapness was not the effect of the high value of silver, but of 
the low value of those commodities. It was not because silver would 
in such times purchase or represent a greater quantity of labour, but 
because* such commodities would purchase or represent a much 
smaller quantity than in times of more opulence and improvement. 
Silver must certainly be cheaper in Spanish America than in Europe; 
in the country where it is produced, than in the country to which 
it is brought, at the expcnce of a long carriage both by land and by 
sea, of a freight and an insurance. One-and-twenty pence halfpenny 
sterling, however, we are told by Ulloa, was, not many years ago, 
at Buenos Ayres, the price of an ox chosen from a herd of three 
or four hundred. ** Sixteen shillings sterhng, we are told by Mr. 
Byron, was the price of a good horse in the capital of Chili.® In a 
country naturally fertile, but of which the far greater part is alto- 
gether uncultivated, cattle, poultry, game of all kinds, &c. as they 
can be acquired with a very small quantity of labour, so they will 
purchase or command but a very small quantity. The low money 
price for which they may be sold, is no proof that the real value 
of silver is there very high, but that the real value of those com- 
modities is very low. 

for labour is the LabouT, it must always be remembered, and not 
real measure, particular commodity or set of conunoditics, 

is the real measure of the value both of silver and of all other 
commodities. 

* (Ed. I reads ‘that* instead of ‘because,* here and also two lines above.] 

^ kisioriifue de VAmirique m^ridionale, vol. i., p. 55 i» where, however, the 

number bf catde is two or three hundred, as correctly quoted above, p. i6d.} 

* (NtfrrrfUve of the Hon, John Byron, containing an account of the Great Distresses 
suffered by himself and his companions on the Coast ofPatqgoniafrom 1740 to 1746, 

PP‘ iu, iao.| 
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Cattle, poultry, etc,, But in countries almost waste, or but thinly in- 
are produced by habited, cattlc, poultry, came of all kinds, dec. as 

quantities of labour they arc the Spontaneous productions ot nature, so 
at different times, 5 }^^ frequently produces them in much greater 
quantities than the consumption of the inhabitants requires. In such 
a state of things the supply commonly exceeds the demand. In 
different states of society, in different stages of improvement, thcrc4 
fore, such commodities will represent, or be equivalent to, very^ 
different quantities of labour. 

whereas com In every state of society, in every stage of improve- 
scarcely varies at all, ment, com is thc production of human industry. 
But the average produce of every sort of industry is always suited, 
more or less exactly, to the average consumption; thc average supply 
to the average demand. In every different stage of improvement, 
besides, the raising of equal quantities of com in thc same soil and 
chmate, will, at an average, require nearly equal quantities of labour; 
or what comes to the same thing, the price of nearly equal quan- 
tities; the continual increase of thc productive powers of labour in 
an improving^ state of cultivation being more or less counter- 
balanced by thc continually increasing price of cattle, thc principal 
instmments of agriculture. Upon all these accounts, therefore, we 
may rest assured, that equal quantities of com will, in every state 
of society, in every stage of improvement, more nearly represent, 
or be equivalent to, equal quantities of labour, than equal quan- 
tities of any other part of thc rude produce of land. Corn, accord- 
ingly, it has already been observed,* is, in all the different stages of 
wealth and improvement, a more accurate measure of value than 
any other commodity or set of commodities. In all those different 
stages, therefore, we can judge better of the real value of silver, by 
comparing it with corn, than by comparing it with any ^thcr 
commodity, or set of commodities. 

and also regulates Com, besides, or whatever else is the common and 
the money price of favouritc vegetable food of the people, constitutes, 

^ in every civilized country, thc principal part of thc 

subsistence of the labourer. In consequence of thc extension of 
agriculture, the land of every country produces a much greater 
quantity of vegetable than of animal food, and thc labourer every- 
where lives chiefly upon the wholesome food that is cheapest and 
most abundant. Butcher Vmcat, except in the most thriving coun- 
* (Miiprintcd ‘improved’ in cd. 5.] * [Above, p. 43.] 
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tries, or where labour is most highly rewarded, makes but an insig- 
nificant part of his subsistence; poultry makes a still smaller part of 
it, and game no part of it. In France, and even in Scotland, where 
labour is somewhat better rewarded than in France, the labouring 
poor seldom cat butcher Vmcat, except upon holidays, and other 
extraordinary occasions. The money price of labour, therefore, 
depends much more upon the average money price of com, the 
subsistence of the labourer, than upon that of butchcrVmeat, or 
of any other part of the rude produce of land. The real value of gold 
and silver, therefore, the real quantity of labour which they can 
purchase or command, depends much more upon the quantity 
of com which they can purchase or command, than upon that 
of butcher’s-meat, or any other part of the rude produce of 
land. 

77uf authors were Such slight observations, however, upon the prices 

also misled by the cither of corii or of Other commodities, would not 

notion that stiver t i i r. 

falls in value as its probably have misled so many mtelligent authors, 

quantity increases, i^licy not bccn influenced, at the same time, by 

the popular notion,^ that as the quantity of silver naturally increases 
in every country with the increase of wealth, so its value diminishes 
as its quantity increases. This notion, however, seems to be alto- 
gether groimdless. 

The quantity of the precious metals may increase in any coimtry 
from two different causes: cither, first, from the increased abun- 
dance of the mines which supply it; or, secondly, from the in- 
creased wealth of the people, from the increased produce of their 
annual labour. The first of these causes is no doubt necessarily con- 
nected with the diminution of the value of the precious metals; but 
the second is not. 

When more abund^t mines arc d^vered, a 
arising from greater greater quantity of the precious metals is brought 
abundance of the market, and the quantity of the necessaries and 

tvith diminution of couvcnicncics of life tor which they must be cx- 

changed being the same as before, equal quantities 
of the metals must be exchanged for smaUcr quantities of com- 
niodities. So far, therefore, as the increase of the quantity of the 
precious metals in any country arises from the increased abundance 
of the mines, it is necessarily conneaed with some diminutiott of 
their value, 

* lEd. I read# *hAd they not been agreeable to the popular nodonM 
w.M, l-I 



210 


DIGRESSION ON SILVER 


but increase oj 
quantity resulting 
from the increased 
wealth of a country 
is not. 


[bk. I 

When, on the contrary, the wealth of any country 
increases, when the annual produce of its labour 
becomes gradually greater and greater, a greater 
quantity of coin becomes necessary in order to 
circulate a greater quantity of commodities: and the people, as they 
can afford it, as they have more commodities to give for it, will 
naturally purchase a greater and a greater quantity of plate. Thcj 
quantity of their coin will increase from necessity; the quantity of, 
their plate from vanity and ostentation, or from the same reason 
tliat the quantity of fine statues, pictures, and of every other luxury 
and curiosity, is likely to increase among them. But as statuaries and 
painters are not likely to be worse rewarded in times of wealth and 
prosperity, than in times of poverty and depression, so gold and 
silver are not likely to be worse paid for. 

Gold and siher price of gold and silver, when the accidental 

are dearer in a rich discovery of morc abundant mines docs not keep it 
country, down, as it naturally rises with the wealth of every 

country, so, whatever be the state of the mines, it is at all times 
naturally higher in a rich than in a poor country. Gold and silver, 
like all other commodities, naturally seek the market where the 
best price is given for them, and the best price is commonly given 
for every thing in the country which can best afford it. Labour, it 
must be remembered, is the ultimate price which is paid for every 
thing, and in countries where labour is equally well rewarded, the 
money price of labour will be in proportion to that of the sub- 
sistence of the labourer. But gold and silver will naturally exchange 
for a greater quantity of subsistence in a rich than in a poor country, 
in a country which abounds with subsistence, than in one whicli is 
but indifferently supplied with it. If the two countries arc at a great 
distance, the difference may be very great; because though the 
metals naturally fly from the worse to the better market, yet it may 
be difficult to transport them in such quantities as to bring their 
price nearly to a level in both. If the countries arc near, the difference 
will be smafler, and may sometimes be scarce perceptible; because 
in diis case the transportation will be easy. China is a much richer 
as may be shown country than any part of Europe, and the difference 

between the price of subsistence in China and in 
Europe is very great. Rice in China is much cheaper 
than wheat is any-where in Europe. England is a 
much richer country than Scotland; but the difr 


by comparirtg China 
with Birope and 
Scotland with Eng^ 
land as to the price 
of subsistence. 
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fcrcncc between the money-price of corn in those two countries 
is much smaller, and is but just perceptible. In proportion to the 
quantity or measure, Scotch corn generally appears to be a good 
deal cheaper than English; but in proportion to its quality, it is 
certainly somewhat dearer. Scotland receives almost every year very 
large supplies from England, and every commodity must com- 
monly be somewhat dearer in the country to which it is brought 
than in that from which it comes. English com, therefore, must be 
dearer in Scotland than in England, and yet in proportion to its 
quahty, or to the quantity and goodness of the flour or meal which 
can be made from it, it cannot commonly be sold higher there than 
the Scotch com which comes to market in competition with it. 

The difference between the money price of labour in China and 
in Europe, is still greater than that between the money price of sub- 
sistence; because the real rccompence of labour is higher in Europe 
than in China, the greater part of Europe being in an improving 
state, while China seems to be standing still. The money price of 
labour is lower in Scotland than in England, because the real recom- 
pence of labour is much lower; Scotland, though advancing to 
greater wealth, advancing much more slowly than England.^ The 
frequency of emigration from Scotland, and the rarity of it from 
England, sufficiently prove that the demand for labour is very 
different in the two countries.^ The proportion between the real 
rccompence of labour in different countries, it must be remembered, 
is naturally regulated, not by their actual wealth or poverty, but 
by their advancing, stationary, or declining condition. 

CM and siluer are naturally of thc greatest 

cheapest among the value among the richest, so they arc naturally of 
poorest natfons. among thc poorcst nations. Among 

savages, the poorest of all nations, they are of scarce any value. 

In great towns com is always dearer than in remote 
parts of thc country. This, however, is the eflfect, .. 
not of the real cheapness of silver, but of thc red 
dearness of com. It docs not cost less labour to 
bring silver to thc great town than to die remote 
parts of the country, but it costs a great deal more to bring corn. 

.L- ■ . I In some very rich and commcrcid countries, such 
and this is true also * . ' , , . • j 

m Holland, Genoa, as Holland and thc territory of Genoa, com is dear 

"" for the same reason that it is dear in great towns. 

1 (Above, p. loi .] ’ (This sentence is not in ed. i .] 


The fact that com 
is dearer in towns 
is due to its dear- 
ness there, not to 
the cheapness of 
silver. 
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They do not produce enough to maintain their inhabitants. They 
are rich in the industry and skill of their artificers and manufacturers 
in every sort of machinery which can fadUtate and abridge labour; 
in shipping, and in all the other instruments and means of carriage 
and commerce: but they are poor in com, which, as it must be 
brought to them from distant countries, must, by an addition to its 
price, pay for the carriage from those countries. It does not cost 
less labour to bring silver to Amsterdam than to Dantzick; but it, 
costs a great deal more to bring com. The real cost of silver must 
be nearly the same in both places; but that of com must be very 
different. Diminish the real opulence either of Holland or of the 
territory of Genoa, while the number of their inhabitants remains 
the same: diminish their power of supplying themselves from dis- 
tant countries; and the price of com, instead of sinking with that 
diminution in the quantity of their silver, which must necessarily 
accompany this declension either as its cause or as its effect, will rise 
to the price of a famine. When we are in want of necessaries we 
must part with all superfluities, of which the value, as it rises in 
times of opulence and prosperity, so it sinks in times of poverty 
and distress. It is otherwise with necessaries. Their real price, the 
quantity of labour which they can purchase or command, rises in 
times of poverty and distress, and sinks in times of opulence and 
prosperity, which arc always times of great abundance; for they 
could not otherwise be times of opulence and prosperity. Com is a 
necessary, silver is only a superfluity. 

So no increase of Whatever, therefore, may have been the increase in 
tscm^ofu/Mlth quantity of the precious metals, which, during 
mild have reduced 

iu ualue. jmJ tJijt of sixteenth century, arose from the 

increase of wealth and improvement, it could have no tendetjey to 
diminish their value cither in Great Britain, or in any other part of 
Europe. If those who have collected the prices of things in 
ancient times, therefore, had, during this period, no reason to infer 
die diminution of the value of silver, &om any observations which 
they had made upon the prices either of com or of other com- 
modities, they had still less reason to infer it from any supposed 
inaease of wealth and improvement. 


the period between the middle of the fourteenth 
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SECOND PERIOD 


No doubt exists as But how various soever may have been the opinions 
to the second period, learned concerning the progress of the value 

of silver during this first period, they are unanimous concerning it 
during the second. 

siher sank, and a From about 1570 to about 1640, during a period Oi 

quarter of corn about seventy years, the variation in the proportion 

6 oz. or 8 oz. of between the value of silver and that of corn, held 
a quite opposite course. Silver sunk in its real value, 
or would exchange for a smaller quantity of labour than before; and 
com rose in its nominal price, and instead of being commonly sold 
for about two ounces of silver the quarter, or about ten shilUngs 
of our present money, came to be sold for six and eight ounces of 
silver the quarter, or about thirty and forty shillings of our present 
money. 


This was owin^ to The discovery of the abundant mines of America, 
hzvc been the sole cause of this diminution 
in the value of silver in proportion to that of com. 
It is accounted for accordingly in the same manner by every body; 
and there never has been any dispute either about the fact, or about 
the cause of it. The greater part of Europe was, during this period, 
advancing in industry and improvement, and the demand for silver 
must consequently have been increasing. But the increase of the 
supply had, it seems, so far exceeded that of the demand, that the 
value of that metal sunk considerably. The discovery of the mines of 
America, it is to be observed, does not seem to have had any very 
sensible effect upon the prices of things in England rill after 1570; 
though even the mines of Potosi had been discovered more than 
twenty years before.' 

Wheat rose at From 1595 to 1620, both inclusive, the average 
Windsor market, quarter of nine bushels of the best wheat 

at Wmdsor market, appears from the accounts of Eton College,* to 
have been z 1 . 1 s. 6 d. From which sum, neglecting the fraction, 
and deducting a ninth, or 4 s. 7 d. J, the price of the quarter of 
eight bushels comes out to have been 1 1 . 16 s. 10 d. And from 
this sum, neglecting likewise the fraction, and deducting a ninth, or 


' [In 1545. Ed- * reads instead of ‘twenty*. In cd. 2 the correction is in the 

errata. Mow, p. 224, notes 3 and 4.] 

• [See the table at tbe end of the chapter, p. 284.] 
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4 s, I d. for the difference between the price of the best wheat and 
that of the middle wheat/ the price of the middle wheat comes out 
to have been about 1 1. I2 s. 8 d. g, or about six ounces and one- 
third of an ounce of silver. 

From 1621 to 1636, both inclusive, the average price of the same 
measure of the best wheat at the same market, appears, from the 
same accounts, to have been 2 1. 10 s.; from which making the like 
deductions as in the foregoing case, the average price of the quarter 
of eight bushels of middle wheat comes out to have been 1 1. 19 s. 
6 d. or about seven ounces and two-thirds of an ounce of silver. 


THIRD PERIOD 


The effect of the 
discovery o f the 
American mines 
was complete about 
1636. 


Between 1630 and 1640, or about 1636, the effect of 
the discovery of the mines of America in reducing 
the value of silver, appears to have been completed, 
and the value of that metal seems never to have sunk 


lower in proportion to that of corn than it was about that time. It 
seems to have risen somewhat in the course of the present century, 
and it had probably begun to do so even some time before the end 
of the last. 


From 1637 to 1700 From 1637 to 1700, both inclusive, being the sixty- 
y wheat century, the average price 

at Windsor, of the quarter of nine bushels of the best wheat at 

Windsor market, appears, from the same accounts, to have been 
2 1. IIS. o d. which is only i s. 0 d. J dearer tlian it had been 
during the sixteen years before. But in the course of these sixty- 
four years there happened two events which must have produced 
a much greater scarcity of com than what the course of the 
seasons would otherwise have occasioned, and which, thcre|pre, 
without supposing any further reduction in the value of silver, will 
much more than account for this very small enhancement of price. 
due to the civil war. The first of these events was the civil war, which, 
by discouraging tillage and interrupting commerce, must have 
raised the price of corn much above what the course of the seasons 
would otherwise have occasioned. It must have had this effect more 
or less at all the difrerent markets in the kingdom, but particularly 

* [The deduction of this ninth is recommended by Charles Smith. Three Tracts on 
the Com Trade and Corn Laws, 2nd ed., 1766, p. 104. because, *it hath been found that 
the value of all the wheat fit for bread, if mixed together, would be ci^Htiinth® of 
the value of the best wheat.*] 
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at those in the neighbourhood of London, which require to be 
supplied from the greatest distance. In 1648, accordingly, the price 
of the best wheat at Windsor market, appears, from the same 
accounts, to have been 4 L 5 s, and in 1649 to have been 4 1. the 
quarter of nine bushels. The excess of those two years above 
2 1. 10 s. (the average price of the sixteen years preceding 1637) 
is 3 1. 5 s.; which divided among the sixty-four last years of the last 
century, will alone very nearly account for that small enhancement 
of price which seems to have taken place in them. These, however, 
though the highest, are by no means the only high prices which 
seem to have been occasioned by the civil wars. 
the bounty on the The second event was the bounty upon the expor- 
exportation of com, tation of com, granted in 1688.^ The bounty, it has 
been thought by many people, by encouraging tillage, may, in a 
long course of years, have occasioned a greater abundance, and con- 
sequently a greater cheapness of corn in the home-market, than 
what would otherwise have taken place there. How far the bounty 
could produce this effect at any time, I shall examine hereafter;* I 
shall only observe at present, that* between 1688 and 1700, it had not 
time to produce any such effect.^ During this short period its only 
effect must have been, by encouraging the exportation of the sur- 
plus produce of every year, and thereby hindering the abundance 
of one year from compensating the scarcity of another, to raise the 
price in the home-market. The scarcity which prevailed in England 
from 1693 to 1699, both inclusive, though no doubt principally 
owing to the badness of the seasons, and, therefore, extending 
through a considerable part of Europe, must have been somewhat 
enhanced by the bounty. In 1699, accordingly, the further exporta- 
tion of com was prohibited for nine months.* 

* [By I W. & M,, c. 12, *An act for the encouraging the exportation of com,’ the 

preamble of which alleges that ‘it hath been found by experience, that the exportation 
of com and grain into foreign parts, when the price thereof is at a low rate in this 
kingdom, hath been a great advantage not only to the owners of land but to the trade 
of this kingdom in general.’ It provides that when malt or barley does not excee d 24$ . 
per Winchester quarter, rye 32s. and wheat 48s. in any port, every person c:^ortmg 
such com on an English ship with a crew at least two-durds English jjball receive from 
the Customs 28 . 6 d. for every quarter of barley or malt, 3** < 5 d. for every quarter of rye 
and $8. for every quarter of wheat.} • (Below, vol. it., pp. ^ 

* pn place of ‘How far the bounty could produce this cflfect at any time I shall 
exanune hereafter: 1 shall only observe at present diat,’ ed. 1 reads simply ‘But’,} 

* [For ‘not’ cd. i reads ‘no.* and for ‘any such* it reads ‘this’.J 

® (The Act 10 Will. III., c. 3, prohibits exportatiem for one year from tom February* 
US99. TTic mistake ‘nine montb* is probably due to a misreading of C, Smith, Tmt$ tm 
the Com Tmde, p. 9, wheat ‘growing, and continuing dearer tiH ^ exportation 
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tmd the clipping There was a third event which occurred in the 
and wearing of the course of the same period, and which, though it 
could not occasion any scarcity of com, nor, per- 
haps, any augmentation in the real quantity of silver which was 
usually paid for it, must necessarily have occasioned some augmen- 
tation in the nominal sum. This event was the great debasement^ of 
the silver coin, by cUpping and wearing. This evil had begun in 
the reign of Charles II. and had gone on continually increasing till 
1695; at which time, as we may learn from Mr. Lowndes, the cur- 
rent silver coin was, at an average, near five-and-twenty per cent, 
below its standard value.^ But the nominal sum which constitutes 
the market-price of every commodity is necessarily regulated, not 
so much by the quantity of silver, which, according to the standard, 
ought to be contained in it, as by that which, it is found by exper- 
ience, actually is contained in it. This nominal sum, therefore, is 
necessarily higher when die coin is much debased^ by cUpping and 
wearing, than when near to its standard value. 
which was then In the course of the present century, the silver coin 
^ morc bclow its standard 

century, weight than it is at present. But though very much 

defaced, its value has been kept up by that of the gold coin for 
which it is exchanged,^ For though before the late re-coinage, 
the gold coin was a good deal defaced too, it was less so than 
the silver. In 1695, on the contrary, the value of the silver coin 
was not kept up by the gold coin; a guinea then commonly 
exdianging for thirty shillings of the worn and chpt silver.® 
Before the late rc-coinage of the gold, the price of silver 


was forbid for one year, and then for nine months the bounty was suspended* (cp. 
pp. 44, 119). As a matter of fact, the bounty was suspended by 11 & 12 Will. III., c. i. 
from 9th i^bruary, 1699, to 29th September, 1700, or not much morc than irven 
mont^ and a half. The Act 11 & 12 Will. HI., c. x, alleges that the Act granting the 
bounty *was grounded upon the highest wisdom and prudence and has succeed^ to 
the greatest benefrt and advantage to the nation by the greatest encouragement of 
tillage,’ and only suspends it because ‘it appears that the present stock and quantity of 
com in diis kingdom may not be sufficient for the use and service of the people at 
home should dim be too great an exportation into parts beyond the seas, which 
many persons may be prompted to do tor their own private advantage and the lucre 
of the said bounty .’ — Statutes of the Realm, vol vii.,p. 544.] 

1 [For ‘debasement’ ed. 1 reads ‘degradation’.] 

* [Lon^es says on p. 107 of his Report Containing an Essay for the Amenhmt of the 
Sitpef CdnSi 1695, *dtie moneys commonly cuirent are dlminiihed near cnse-half, to 
wit, in a proportion something greater than that often to twenty-two’. But in the text 
above, the popular estimate, as indicated by the price of silver bullion* is accepted, as 
in the next paragraph,] 

* pEd. 1 reads ‘degraded’.] t [Sec above, p. 47.] * [Lowndes, Essay, p. 8«*1 
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bullion was seldom higher than five shillings and seven-pence an 
ounce, which is but five-pence above the mint price. But in 1695, 
the common price of silver bullion was six shillings and five-pence 
an ounce,^ which is fiftecn-pcnce above the mint price. Even before 
the late re-coinage of the gold,* therefore, the coin, gold and silver 
together, when compared with silver bullion, was not supposed to 
be more than eight per cent, below its standard value. In 1695, on 
the contrary, it had been supposed to be near five-and-twenty per 
cent, below that value. But in the beginning of the present century, 
that is, immediately after the great re-coinage in King William’s 
time, the greater part of the current silver coin must have been still 
nearer to its standard weight than it is at present. In the course of the 
present century too there has been no great pubUc calamity, such 
as the civil war, which could either discourage tillage, or interrupt 
Moreover the the interior commerce of the country. And though 

hn^ 7 nouiih 7 n bounty which has taken place through the 

existence io produce greater part of this century, must always raise the 

somewhat higher than it otherwise 
fyrke of com, would be in the actual state of tillage;* yet as, in the 
course of this century, the boimtyhas had full time to produce all the 
good effects commonly imputed to it, to encourage tillage, and there- 
by to increase the quantity of com in the home market, it may, upon 
the principles of a system which I shall explain and examine here- 
after,^ be supposed to have done something to lower the price of 
that commodity the one way, as well as to raise it the other. It is by 
many people supposed to have done more.* In the sixty-four first* 
years of the present century accordingly, the average price of the 
quarter of nine bushels of the best wheat at Windsor market, 
appears, by the accounts of Eton College, to have been 2 1 , os. 
6d. which is about ten shillings and sixpence, or more than 
fivc-and-twcnty per cent, cheaper* than it had been during the 


^ Lowndes's EsMy on the Silver Coin, p. 68. [This note appears first in ed, 2.] 

* [Above, p, 47.1 

* [The meaning is 'given a certain area and intensity of cultivation, the bounty wiU 

raise the price of corn'.l , , 

* (Ed I docs not contain 'upon the principles of a system which I shaU cxplam here- 
after'. The reference is presumably to v<d. ii., pp. ii-aa.] 

‘ (Ed. I reads here 'a notion which I shall examine hcreaftw'.J * r .1. 

* [Doubtless by a misprint cd. 5 omits 'first'. The term is used agam at the end of the 

paragraph and also on pp. 220, 221.] ^ 

MSccthcublcattheimdofthcdiapter;«isami!^efor*.] 

* [The 2$ pec cent, is erroneously rcckcMied on the £2 os. 6d.^ instead of on ttic 
£,2 1 IS. oid. The M of price is really less dian ai per cent.} 
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sixty-four last years of the last century; and about nine shillings and 

sixpence cheaper than it had been during the sixteen years preceding 

1636, when the discovery of the abundant mines of America may 

be supposed to have produced its full effect; and about one shilling 

cheaper than it had been in the twenty-six years preceding 1620, 

before that discovery can well be supposed to have produced its full/ 

effect. According to this account, the average price of middle wheat,! 

during these sixty-four first years of the present century, comes out^ 

to have been about thirty-two shillings the quarter of eight bushels. 

Silver has risen The value of silvcr, therefore, seems to have risen 

somewhat since the somewhat in proportion to that of com during the 

beginning of the - . ^ ^ 1 • 1 1 111 

century, ami the coursc 01 the present century, and it had probably 

rise began before; begun to do SO even some time before the end of 

the last. 

In 1687, the price of the quarter of nine bushels of the best wheat 
at Windsor market was 1 1 . 5 s. 2 d. the lowest price at which it had 
ever been from 1595. 

as is shown by Mr. In 1688, Mr. Gregory King, a man famous for his 
King's cakulatiofis. knowledge in matters of this kind, estimated the 
average price of wheat in years of moderate plenty to be to the 
grower 3 s. 6 d. the bushel, or eight-and-twenty shillings the 
quarter.^ The grower’s price I understand to be the same with what 
is sometimes called the contraa price, or the price at which a farmer 
contracts for a certain number of years to deliver a certain quantity 
of com to a dealer. As a contract of this kind saves the farmer the 
cxpence and trouble of marketing, the contract price is generally 
lower than what is supposed to be the average market price. Mr, 
King had judged eight-and-twenty shillings the quarter to be at 
that time the ordinary contract price in years of moderate plenty. 
Before the scarcity occasioned by the late extraordinary cour^ of 
bad seasons, it was, I have been assured,* the ordinary contract price 
in all common years. 


^ [The date is taken from the heading of Schetiic D in Davenant, Essay upon the 
Probable Means of Making a People Gainers in the Balance of Trade, 1699, p. 22, Works, 
cd. Whitworth, 1771, vol ii., p. 184. Cp. Natural and Political Observations and Concl^ 
sions upon the State cmd Condition of England, by Gregory King, E«j., Lancaster, H., in 
George Chalmers' Estimate of the Comparative Strength of Great Britain, i$02, p. 4^9; 
in Davenant, Balana of Trade, pp. 71, 72, Wc^ks, vol. ii., p. 217. Davenant says ‘this 
value h what the same is worth upon the spot where die com grew; but this value 
is increased by the carriage to the place where it is at last spent, at least J pai** 
more.'] 

* [Ed. I does not contain this parenthesis.] 
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In 1688 was granted the parliamentary bounty upon the exporta- 
tion of corn.^ The country gentlemen, who then composed a still 
greater proportion of the legislature than they do at present, had 
felt that the money price of com was falling. The bounty was an 
expedient to raise it artificially to the high price at which it had 
frequently been sold in the times of Charles I. and II. It was to take 
place, therefore, till wheat was so high as forty-eight shillings the 
quarter; that is twenty shillings, or |ths dearer than Mr. King had in 
that very year estimated the grower’s price to be in times of 
moderate plenty. If his calculations deserve any part of the repuu- 
tion which they have obtained very universally, eight-and-forty 
shillings the quarter was a price which, without some such expedient 
as the bounty, could not at that time be expected, except in years of 
extraordinary scarcity. But the government of King William was 
not then fully settled. It was in no condition to refuse any thing to 
the country gentlemen, from whom it was at that very time 
soliciting the first establishment of the annual land-tax. 

The value of silver, therefore, in proportion to that of com, had 
probably risen somewhat before the end of the last century; and it 
seems to have continued to do so during the course of the greater 
part of the present; though the necessary operation of the bounty 
must have hindered that rise from being so sensible as it otherwise 
would have been in the actual state of tillage. 

Apart from iu effect In plentiful years the bounty, by occasioning an 
2 ehTntyil'ses^^* extraordinary exportation, necessarily raises the 
the price of corn, pricc of com abovc what it otherwise would be in 

“^courage tillage, by keeping up 
scarcity. the price of com even in the most plentiful years, 

was the avowed end of the institution. 

In years of great scarcity, indeed, the bounty has generally 
been suspended. It must, however, have had some effect cven^ 
upon the prices of many of those years. By the extraordinary 
exportation which it occasions in years of plenty, it must frequently 
hinder the plenty of one year from compensating the scarcity of 
another. 

Both in years of plenty and in years of scarcity, therefore, the 
bounty raises the price of com abovc what it naturally would be in 
the actual state of tillage. If, during the sixty-four first years of the 

* [Above, p. 215, note.] 

■ (Ed, 5, doubtlc&s by a misprint, omits ‘even'.] 
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present century, therefore, the average price has been lower than 
during the sixty-four last years of the last century, it must, in the 
same state of tillage, have been much more so, had it not been for 
this operation of the bounty. 

It is said to have But without the bounty, it may be said, the state 
^^i^o^tohavl tillage would not have been the same. What may , 
reduced the price), have been the effects of this institution upon the 
has^n^bllfpll^^ agriculture of the country, I shall endeavour to 
Mat to England. explain hereafter,^ when I come to treat particu- 
larly of bounties. I shall only observe at present, that this rise in the 
value of silver, in proportion to that of com, has not been peculiar 
to England. It has been observed to have taken place in France dur- 
ing the same period, and nearly in the same proportion too, by three 
very faithful, diligent, and laborious collectors of the prices of com, 
Mr. Dupre dc St. Maur, Mr. Messance, and the author of the Essay 
on the police of grain.* But in France, till 1764, the exportation of 
grain was by law prohibited; and it is somewhat difficult to suppose, 
that nearly the same diminution of price which took place in one 
country, notwithstanding this prohibition, should in another be 
owing to the extraordinary encouragement given to exporta- 
tion. 

The alteration It would be more proper, perhaps, to consider this 
should be regarded variation in the average money price of com as tlic 
rather thJt a fall of cffcct rather of some gradual rise in the real value 
of silver in the European market, than of any fall in 
the real average value of com. Com, it has already been observed,* 
is at distant periods of time a more accurate measure of value than 
either silver, or perhaps any other commodity. When, after the dis- 
covery of the abundant mines of America, com rose to three and 
four times its former money price, this change was univewally 
ascribed, not to any rise in the real value of com, but to a fall in the 
real value of silver. If during the sixty-four first years of the present 
century, therefore, the average money price of com lus fallen some- 
what below what it had been during the greater part of the last 

* [Below, voL ii., pp. ii-aa.] 

* [The references to Dupr<5 de St. Maur and the Bsay (see above, p. 201, note), as 
well as the whole argument of the paragraph, are from Messance, Rechertdws sur la 
population de gdndralifds d'Auvergne, etc., p. 281. Mcisance’s quoutions arc from 
Dupre’s Essai sur les Momoies, 1746, p. 68, and Herbert’s Bssai sur ta police gMrale des 
grains, I755» PP» ix, 77» 189; cp. below, p. 266.] 

» (Above, pp. 40, 4*-] 
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century, we should in the same maimer impute this change, not to 
any fall in the real value of com, but to some rise in the real value 
of silver in the European market. 

The recent high The high price of com during these ten or twelve 
price of corn ^ ycats past, indeed, has occasioned a suspicion^ that 

tmfauonrable the real value of silver still continues to fall in the 
seasons. European market. This high price of com, however, 

seems evidently to have been the effect of the extraordinary un- 
favourableness of the seasons, and ought therefore to be regarded, 
not as a permanent, but as a transitory and occasional event. The 
seasons for these ten or twelve years past have been unfavourable 
through the greater part of Europe; and the disorders of Poland 
have very much increased the scarcity in all those countries, which, 
in dear years, used to be supplied from that market. So long a course 
of bad seasons, though not a very common event, is by no means a 
singular one; and whoever has enquired much into the history of 
the prices of corn in former times, will be at no loss to recollect 
several other examples of the same kind. Ten years of extraordinary 
scarcity, besides, arc not more wonderful than ten years of extra- 
ordinary plenty. The low price of corn from 1741 to 1750, both 
inclusive, may very well be set in opposition to its high price during 
these last eight or ten years. From 1741 to 1750, the average price 
of the quarter of nine bushels of the best wheat at Windsor market, 
it appears from the accounts of Eton College, was only 1 1 . 13 s. 
9 d. which is nearly 6 s. 3 d. below the average price of the sixty- 
four first years of the present century.* The average price of the 
qiurter of eight bushels of middle wheat, comes out, according to 
this account, to have been, during these ten years, only 1 1. 6 s. 8 d.* 
The bounty kept Between 1741 and 1750, however, the bounty must 
twemiyii^ hindered the price of com from falling so 

i7So, low in the home market as it naturally would have 

done. During these ten years the quantity of all sorts of grain ex- 
ported, it appears from the custom-house books, amounted to no 
less than eight millions twenty-nine thousand one hundred and 
fifty-six quarters one bushel. The bounty paid for this amounted 

^ [Examined below, p. 240. ) 

* [Sec the tabic at the end of the chapter.} 

* [This figure is obtained, as rccominended by Charles Smith {Tracts ott the Cam 
Trade, 1766, p. 104), by deducting one-ninth for the greater siac of the Windm 
measure and otuHtiin^ from the remainder for the difference between best and mid- 
dling wheat.] 
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to 1,514,962!. 17 s. In 1749 accordingly, Mr. Pelham, at 

that time prime minister, observed to the House of Commons, that 
for the three years^ preceding, a very extraordinary sum had been 
paid as bounty for the exportation of corn. He had good reason to 
make this observation, and in the following year he might have had 
still better. In that single year the boimty paid amounted to no less 
than 324,176 1 . 10 s. 6 d.® It is unnecessary to observe how much this 
forced exportation must have raised the price of com above what it 
otherwise would have been in the home market. 

The sudden change At the end of the accounts annexed to this chapter 
acJliLTTJation reader wiU find the particular account of those 
0/ the seasons. ten years separated from the rest. He will find there 
too the particular account of the preceding ten years, of which the 
average is likewise below, though not so much below, the general 
average of the sixty-four first years of the century. The year 1740, 
however, was a year of extraordinary scarcity. These twenty years 
preceding 1750, may very well be set in opposition to the twenty 
preceding 1770. As the former were a good deal below the general 
average of the century, notwithstanding the intervention of one or 
two dear years; so the latter have been a good deal above it, not- 
withstanding the intervention of one or two cheap ones, of 1759, 
for example. If the former have not been as much below the general 
average, as the latter have been above it, we ought probably to im- 
pute it to the bounty. The change has evidently been too sudden to 
be ascribed to any change in the value of silver, which is always 

^ [Tract 3d/ referred to a few lines farther on, only gives the quantities of each kind 
of grain exported in each year (pp. 1 10, 1 1 1 ), so that if the figures in the text are taken 
firom it they must have beoi obtained by somewlut laborious arithmetical operations. 
The particulars arc as follows: — 

Exported Bounty payable 

Qr. Bush. ^ 

Wheat - 3,784,524 I £946,131 o 7i 

Rye ----- 765,056 6 133.884 i8 7 i 

Barley, malt and oats > - 3,479,575 2 434,94618 ij 

8,029,156 I £1,514,962 17 4i] 

* [‘Years' is apparently a nustakc for ‘months*. There is such a superabundance of 
com that incredible quantities have been lately exported. I should be afraid to mention 
what quantities have been exported if it did not appear upon our custom-house books; 
but from them it appears that lately there was in three months* time above £220,000 
paid for bounties upon com exported .* — Parliamentary History (Hansard), vol. xiv., 

P* 589 ] 

• See Tracts on the Com Trade; Tract 3d. [This note appears first in ed. 2. The ex- 
ports for 1750 are given in C. Smith, op. cit., p. iii, as 947,602 qr. i bush, of wheat, 
99,049 qr. 3 bush, of i^c, and 559.53® qr. 5 of barley, malt and oats. The bounty 
on these quantities would be £324,176 ios.[ 
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slow and gradual. The suddenness of the effect can be accounted for 
only by a cause which can operate suddenly, the accidental variation 
of the seasons. 

The rise in the The money price of labour in Great Britain has, 
yen ful^toTnc^eL hidced, risen during the course of the present cen- 
of demand tury. This, however, seems to be the effect, not so 

a'^dimhMtio*nln^^ much of any diminution in the value of silver in 
value of silver. the European market, as of an increase in the de- 
mand for labour in Great Britain, arising from the great, and almost 
universal prosperity of the country. In France, a country not alto- 
gether so prosperous, the money price of labour has, since the middle 
of the last century, been observed to sink gradually with the average 
money price of corn. Both in the last century and in the present, the 
day-wages of common labour are there said to have been pretty 
uniformly about the twentieth part of the average price of the 
septier of wheat, a measure which contains a little more than four 
Winchester bushels. In Great Britain the real recompence of labour, 
it has already been shown, ^ the real quantities^ of the necessaries and 
convcnicncics of life which arc given to the labourer, has increased 
considerably during the course of the present century. The rise in its 
money price seems to have been the effect, not of any diminution 
of the value of silver in the general market of Europe, but of a rise 
in the real price of labour in the particular market of Great Britain, 
owing to the pccuUarly happy circumstances of the country. 

The decrease in the For some time after the first discovery of America, 
7nhmo/^oUmid would continue to sell at its former, or not 

stiver much bclow its former price. The profits of mining 

would for some time be very great, and much above their natural 
rate. Those who imported that metal into Europe, however, would 
soon find that the whole annual importafion could not be disposed 
of at this high price. Silver would gradually exchange for a smaller 
and a smaller quantity of goods. Its price would sink gradually 
lower and lower till it fell to its natural price; or to what was just 
sufficient to pay, according to their natural rates, the wages of the 
labour, the profits of the stock, and the rent of the land, which must 
be paid in order to bring it from the mine to the market. In the 
greater part of the silver mines of Peru, the tax of the king of Spain, 
amounting to a tenth* of the gross produce, eats up, it has already 

* I Above, pp. 85-47.} I* parhaps correctly, reads *quaiitity\| 

» fEd. 1 reads ‘fifth’.] 
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been observed,^ the whole rent of the land. This tax was origin- 
ally a half; it soon afterwards fell to a third, then to a fifth, and at 
last to a tenth, at which rate it still continues.^ In the greater 
part of the silver mines of Peru, this, it seems, is all that remains, 
after replacing the stock of the undertaker of the work, together 
with its ordinary profits; and it seems to be universally acknow- 
ledged that these profits, which were once very high, are now 
as low as they can well be, consistently with carrying on the 
works. 

The tax of the king of Spain was reduced to a fifth part of the 
registered silver in 1504,® one-and-forty years before I545»^ the date 
of the discovery of the mines of Potosi. In the course of ninety years,® 
or before 1636, these mines, the most fertile in all America, had time 
sufficient to produce their full effect, or to reduce the value of silver 
in the European market as low as it could well fall, while it con- 
tinued to pay this tax to the king of Spain. Ninety years® is time 
sufficient to reduce any commodity, of which there is no monopoly, 
to its natural price, or to the lowest price at which, while it pays a 
particular tax, it can continue to be sold for any considerable time 
together. 

has been stayed by The price of silver in the European market might 
far^^i^fof%€ perhaps have fallen still lower, and it might have 

market, become necessary cither to reduce the tax upon it, 

not only to one tenth, as in 1736, but to one twentieth,^ in the same 
manner as that upon gold, or to give up working the greater part of 
the American mines which are now wrought. The gradual increase 
of the demand for silver, or the gradual enlargement of the market 
for the produce of the silver mines of America, is probably the 
cause which has prevented this from happening, and which has not 
only kept up the value of silver in the European market, but Jaas 
perhaps even raised it somewhat higher than it was about the 
middle of the last century. 

^ [Above, pp. 188-190.] 

* [Ed. 1 reads ‘fell to a third and then to a fifth, at which rate it still continues*.] 

* Solorzano, vol. ii, [Solorzano-Pcrcira, De Indianm Jure, Madrid, 1777, lib. v., cap. 
i-» $S 22, 23; vol. iL, p. 883, col. 2. Ed. i does not contain the note.] 

* (Ed. I raids ‘one and thirty years before 1535*. The date 1545 is given in Solonano, 
op. cit., vol. if., p. 882, coL 2.] 

* [Ed. X reads *ln tl» course of a century*.] 

* (Ed. X reads ‘A hundred years’.] 

’ [Ed. I reads lower’ instead of ‘reduce,’ and docs not contain ‘not only to one- 
tenth, as in X736, but to one-twentieth’. SIx above, p. 189, note.] 
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Since the first discovery of America, the market for the produce 
of its silver mines has been growing gradually more and more 
extensive. 

(1) in Europe, First, The market of Europe has become gradually 
more and more extensive. Since the discovery of America, the 
greater part of Europe has been much improved. England, Holland, 
France, and Germany; even Sweden, Denmark, and Russia, have all 
advanced considerably both in agriculture and in manufactures. 
Italy seems not to have gone backwards. The fall of Italy preceded 
the conquest of Peru. Since that time it seems rather to have re- 
covered a little. Spain and Portugal, indeed, are supposed to have 
gone backwards. Portugal, however, is but a very small part of 
Europe, and the declension of Spain is not, perhaps, so great as is 
commonly imagined. In the beginning of the sixteenth century, 
Spain was a very poor country, even in comparison with France, 
which has been so much improved since that dme. It was the well- 
known remark of the Emperor Charles V. who had travelled so 
frequently through both countries, that everything abounded in 
France, but that every thing was wanting in Spain. The increasing 
produce of the agriculture and manufactures of Europe must 
necessarily have required a gradual increase in the quantity of silver 
coin to circulate it; and the increasing number of wealthy individuals 
must have required the like increase in the quantity of tlicir plate 
and other ornaments of silver. 

(2) in America Secondly, America is itself a new market for the 

produce of its own silver mines; and as its advances 
in agriculture, industry, and population, arc much more rapid than 
those of the most thriving countries in Europe, its demand must 
increase much more rapidly. The EngHsh colonics arc altogether a 
new market, which partly for coin and partly for plate, requires a 
continually augmenting supply of silver through a great continent 
where there never was any demand before. The greater part too of 
the Spanish and Portuguese colonics arc altogether new markets. 
New Granada, the Yucatan, Par^uay, and the Brazils were, before 
discovered by the Europeans, inhabited by savage nations, who had 
neither arts nor agriculture, A considerable degree of both has now 
been introduced into all of them. Even Mexico and Peru, though 
they cannot be considered as altogether new markets, arc certainly 
much more extensive ones than they ever were before. After all the 
wonderful tales which have been published concerning the splendid 
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State of those countries in ancient times, whoever reads, with any 
degree of sober judgment, the history of their first discovery and 
conquest, will evidently discern that, in arts, agriculture, and com- 
merce, their inhabitants were much more ignorant than the Tartars 
of the Ukraine are at present. Even the Peruvians, the more civi- 
lized nation of the two, though they made use of gold and silver as 
ornaments, had no coined money of any kind. Their whole com-' 
merce was carried on by barter, and there was accordingly scarce \ 
any division of labour among them. Those who cultivated the ' 
ground were obliged to build their own bouses, to make their own 
houshold furniture, their own clothes, shoes, and instruments of 
agriculture. The few artificers among them are said to have been all 
maintained by the sovereign, the nobles, and the priests, and were 
probably their servants or slaves. All the ancient arts of Mexico and 
Peru have never furnished one single manufacture to Europe.^ 
The Spanish armies, though they scarce ever exceeded five hundred 
men, and frequently did not amount to half that number, found 
almost every-where great difficulty in procuring subsistence. The 
famines which they are said to have occasioned almost wherever 
they went, in countries too which at the same time arc represented 
as very populous and well-cultivated, sufficiently demonstrate that 
the story of this populousness and high cultivation is in a great 
measure fabulous. The Spanish colonics are under a government in 
many respects less favourable to agriculture, improvement and 
population, than that of the English colonics.^ They seem, however, 
to be advancing in all these much more rapidly than any country in 
Europe. In a fertile soil and happy climate, the great abundance and 
cheapness of land, a circumstance common to all new colonies, is, 
it seems, so great an advantage as to compensate many defects in civil 
govermnent. Frezier, who visited Peru in 1713, represents Liaia as 
containing between twenty-five and twenty-eight thousand inhabi- 
tants.^ Ulloa, who resided in the same country between 1740 and 
1746, represents it as containing more than fifty thousand.^ The 
difference in their accounts of the populousncss of several other prin- 

^ [Bdow, vol. ii., p. 79. Raynal, Histoire phitosophique, Amsterdam cd. X773» 
iii,, pp. 113, 1 16, ukes die same view of the Peruvians.] 

* [Below, voL ii., pp. 78-99 passim.] 

* to the South Sea, p. 218, but the number mentioned is twenty-five to thirty 
thousand.] 

* [Voyage historique, tom. i., p. 443, 445: *sixteen to eighteen thousand persons of 
Spanish extraction, a comparatively smaU number of Indians and ha]f*breeds, the 
gteaCer part of the population being negroes and mulattocs.*] 
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cipal towns in Chili and Peru is nearly the same;^ and as there seems 
to be no reason to doubt of the good information of cither, it marks 
an increase which is scarce inferior to that of the English colonies. 
America, therefore, is a new market for the produce of its own silver 
mines, of which the demand must increase much more rapidly than 
that of the most thriving country in Europe. 
and (3) in the Thirdly, The East Indies is another market for the 

East Indies, produce of the silver mines of America, and a 

market which, from the time of the first discovery of those mines, 
has been continually taking off a greater and a greater quantity of 
silver. Since that time, the direct trade between America and the 
East Indies, which is carried on by means of the Acapulco ships,* 
has been continually augmenting, and the indirect intercourse by the 
way of Europe has been augmenting in a still greater proportion. 
During the sixteenth century, the Portuguese were the only Euro- 
pean nation who carried on any regular trade to the East Indies, In 
the last years of that century the Dutch began to encroach upon this 
monopoly, and in a few years expelled them from their principal 
settlements in India. During the greater part of the last century 
those two nations divided the most considerable part of the East 
India trade between them; the trade of the Dutch continually aug- 
menting in a still greater proportion than that of the Portuguese 
declined. The English and French carried on some trade with India 
in the last century, but it has been greatly augmented in the course 
of the present. The East India trade of the Swedes and Danes began 
in the course of the present century. Even the Muscovites now trade 
regularly with China by a sort of caravans which go over land 
through Siberia and Tartary to Pekin. The East hidia trade of all 
these nations, if we except that of the French, which the last war 
had well nigh annihilated, has been almost continually augmenting. 
The increasing consumption of East India goods in Europe is, it 
seems, so great, as to afford a gradual increase of employment to 
them all. Tea, for example, was a drug very little used in Europe 
before the middle of the last century. At present the value of the tea 
annually imported by the English East India Company, for the use 

* Santiago and Callao, Frezier, Voyage, pp. 102, 202; Juan and Uiloa, Voy<^ 
historique, vol. i., p. 4d8; vol, ii., p. 49. J 

* (Originally one rfiip, and, after 1720, two ships, were allowed to sail between 
Acapulco in Mexico and the Philippines. For the regulations applied to die trade see 
Uztariz. Theory md Praettee of Commerce and Maritime Affairs, trans. by Jcdin Ktppax, 
1751. vol 1, pp. 266-208.] 
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of their own countrymen, amoimts to more than a million and a 
half a year; and even this is not enough; a great deal more being 
constantly smuggled into the country from the ports of Holland, 
from Gottenburg, in Sweden, and from the coast of France too, as 
long as the French East India Company was in prosperity. The con- 
sumption of the porcelain of China, of the spiceries of the Moluccas, 
of the piece goods of Bengal, and of innumerable other articles, has 
increased very nearly in a like proportion. The tonnage accordingly 
of all the European shipping employed in the East India trade, at 
any one time during the last century, was not, perhaps, much greater 
than tliat of the English East India Company before the late reduc- 
tion of their shipping.^ 

where the value of But in the East Indies, particularly in China and 
^ ^ is^hu^her^* Indostan, the value of the precious metals, when 
than in Europe. the Europeans first began to trade to those coun- 
tries, was much higher than in Europe; and it still continues to be so. 
In rice countries, which generally yield two, sometimes three crops 
in the year, each of them more plentiful than any comnxon crop of 
corn, the abundance of food must be much greater than in any com 
country of equal extent. Such countries are accordingly much more 
populous. In them too the rich, having a greater super-abundance of 
food to dispose of beyond what they themselves can consume, have 
the means of purchasing a much greater quantity of the labour of 
other people. The retinue of a grandee in China or Indostan accord- 
ingly is, by all accounts, much more numerous and splendid than 
that of the richest subjects in Europe. The same supcr-abundancc 
of food, of which they have the disposal, enables them to give a 
greater quantity of it for all those singular and rare productions 
which nature furnishes but in very small quantities; such as the 
precious metals and the precious stones, the great objects of the tom- 
petition of the rich. Though the mines, therefore, which supplied the 
Indian market had been as abundant as those which supplied the 
European, such commodities would naturally exchange for a greater 
quantity of food in India than in Europe. But the mines which 
supplied the Indian market with the precious metals seem to have 

* [*ln order to prevent the great consumption of timber fit for the construction of 
large ships of war, Ac East India Company were prohibited from building, or allow- 
ing to be built for their service, any new ships, till Ac shipping in their employment 
Aotdd be reduced under 45,000 tons, or employing any mips built after tSA March, 
177a. But they are at liberty to build any vessel whatever in India or Ac colanici» or to 
dbarter any vessel buih in India or the colcmics, la Geo. HI., c. 54.*— Maepherson, 
Anmls of Commerce, 1805. a.d, 177a, vol iii.. pp. 521, 522.] 
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been a good deal less abundant, and those which supplied it with the 
precious stones a good deal more so, than the mines which supplied 
the European. The precious metals, therefore, would naturally 
exchange in India for somewhat a greater quantity of the precious 
stones, and for a much greater quantity of food^ than in Europe. 
The money price of diamonds, the greatest of all superfluities, would 
be somewhat lower, and that of food, the first of all necessaries^ 
a great deal lower in the one country than in the other. But the rca 
price of labour, the real quantity of the necessaries of life which is 
given to the labourer, it has already been observed,^ is lower both 
in China and Indostan, the two great markets of India, than it is 
through the greater part of Europe. The wages of the labourer will 
there purchase a smaller quantity of food; and as the money price of 
food is much lower in India than in Europe, the money price of 
labour is there lower upon a double account; upon account both of 
the small quantity of food which it will purchase, and of the low 
price of that food. But in countries of equal art and industry, the 
money price of the greater part of manufactures will be in propor- 
tion to the money price of labour; and in manufacturing art and 
industry, China and Indostan, though inferior, seem not to be much 
inferior to any part of Europe. The money price of the greater part 
of manufactures, therefore, will naturally be much lower in those 
great empires than it is any-whcrc in Europe. Through the greater 
part of Europe too the expcnce of land-carriage increases very much 
both the real and nominal price of most manufactures. It costs more 
labour, and therefore more money, to bring first the materials, and 
afterwards the complete manufacture to market. In China and 
Indostan the extent and variety of inland navigations save the greater 
part of this labour, and consequently of this money, and thereby 
reduce still lower both tlic real and the nominal price of the greater 
part of their manufactures. Upon all these accounts, the precious 
metals arc a commodity which it always has been, and still continues 
to be, extremely advantageous to carry from Europe to India. There 
is scarce any commodity which brings a better price there; or which, 
in proportion to the quantity of labour and commodities which it 
costs in Europe, will purchase or command a greater quantity of 
labour and commodities in India. It is more advantageous too to 
carry silver thither than gold; because in China, and the greater part 

^ I Ed. I places *in India* here instead of in the line above.} 

• [Above, pp. Si, 8a.) 
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of the other markets of India, the proportion between fine silver 
and fine gold is but as ten, or at most as twelve,^ to one; whereas 
in Europe it is as fourteen or fifteen to one. In China, and the 
greater part of the other markets of India, ten, or at most twelve, 
ounces of silver will purchase an ounce of gold: in Europe it re- 
quires from fourteen to fifteen ounces. In the cargoes, therefore, of 
the greater part of European ships which sail to India, silver has 
generally been one of the most valuable articles.* It is the most \ 
valuable article in the Acapulco ships which sail to Manilla. The sil- 
ver of the new continent seems in tliis manner to be one of the 
principal commodities* by which the commerce between the two 
extremities of the old one is carried on, and it is by means of it, in a 
great measure,^ that those distant parts of the world are connected 
with one another. 

The supply of In order to supply so very widely extended a mar- 

silver must provide quantity of silvcr annually brought from 

for waste as well as . . ^ ^ ^ 

increase of plate the mmes must not only be sufficient to support 

and coin, ^bat continual increase both of coin and of plate 

which is required in all thriving countries; but to repair that con- 
tinual waste and consumption of silver which takes place in all 
countries where that metal is used. 

Waste is con-- The Continual consumption of the precious metals 
siderahle. coui by wearing, and in plate both by wearing 

and cleaning, is very sensible; and in commodities of which the use 
is so very widely extended, would alone require a very great annual 
supply. The consumption of those metals in some particular manu- 
factures, though it may not perhaps be greater upon the whole than 
this gradual consumption, is, however, much more sensible, as it is 
much more rapid. In the manufactures of Birmingham alone, the 
quantity of gold and silver annually employed in gilding^d 
plating, and thereby disqualified from ever afterwards appearing in 
the shape of those metals, is said to amount to more than fifty 
thousand pounds sterUng. We may firom thence form some notion 

* (Ed. I does not contain ‘or at most as twelve* here and two lines lower down.] 

* [Newttm, in his Representation to the Lords of the Treasury, 1717 (reprinted in the 
Universal Merchant, quoted on the next page), says that in China and Japan the ratio is 
9 or xo to I and in India 12 to i, and this carries away the silver from all Europe. 
Magens, in a note to this passage {Universal Merchant, p. 90), says that down to 173^ 
such quantities of silver went to China to fetch back gold that die price of gold in 
China rose and it became no longer profitable to send silver there,] 

* (Ed. i reads *bc the principal commodity*.] 

* (Ed. I reads ‘chiefly*.] 
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how great must be the annual consumption in all the different 
parts of the world, either in manufactures of the same kind with 
those of Birmingham, or in laces, embroideries, gold and silver stuffs, 
the gilding of books, furniture, dec. A considerable quantity too must 
be annually lost in transporting those metals from one place to 
another both by sea and by land. In the greater part of the govern- 
ments of Asia, besides, the almost universal custom of concealing 
treasures in the bowels of the earth, of which the knowledge 
frequently dies with the person who makes the concealment, must 
occasion the loss of a still greater quantity. 

Six miliians of gold The quantity of gold and silver imported at both 
importefat Cadiz Cadiz and Lisbon (including not only what comes 
and Lisbon, under register, but what may be supposed to be 

smuggled) amounts, according to the best accounts,^ to about six 
milUons sterling a year. 

as shown by According to Mr. Meggens* the annual importation 
Magens, of the prccious metals into Spain, at an average of 

six years; viz. from 1748 to 1753, both inclusive; and into Portugal, 
at an average of seven years; viz. from 1747 to 1753, both inclusive,* 
amounted in silver to 1,101,107 pounds weight; and in gold to 
49,940 pounds weight. The silver at sixty-two shillings the pound 
Troy, amoimts to 3,413,43 1 h 10 $* sterling. The gold, at forty-four 
guineas and a half the pound Troy, amounts to 2,333,446!. 14 s. 
sterling. Both together amount to 5,746,878 1 . 4 s. sterling. The 
account of what was imported under register, he assures us is exact. 
He gives us the detail of the particular places from which the gold 


^ [The same words arc used below, p. 466. J 

* Postscript to the Universal Merchant, pp. 15 and 16. This Postscript was not 
printed till 1756, three years after the publication of the book, w'hich has never had a 
second edition. The postscript is, therefore, to be found in few copies: It corrects 
several errors in the book. [This note appears first in cd. a. The title of the work 
referred to is farther Explanations of some particular subjects relating to Trade ^ Coin and 
Exchanges, contained in the Vninersal Merchant, by N. M., 1756* On p. i N. M, claims the 
authorship of the book *|HibHshcd by Mr. Horsley under the too pompous title of 
TVie Universal Merchant\ In the dedication of The Universal Merchant, 1753 * William 
Horsley, the editor, says the author ‘though an alien by birth is an EngUshman by 
interest". Sir James Steuart, who calls him *Mr. Megens," says he lived long in England 
and wrote the Universal Merchant in German, from which it had been translated 
{Inqtnry into the Pritteiples of Political Economy, ij&7t vol. ii„ pp, 158, 292). The Ctntie* 
matins Magazine for August, 1764, p. 398, contains in the obituary, under date August 
18. 1764, ‘Nicholas Magens Esq. a merchant worth ;£ioo,ooo.’] 

* [The two periods are rcaUy five years, April, 1748. to AprU, 1753 . and six ^ars, 
January, 1747, to January, 1753. but the averages arc correct, being taken firom 
Magens.} 

* pSic los. here should be 14s., and one line lower down the 14%. should be xos.] 
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and silver were brought, and of the particular quantity of each metal, 
which, according to the register, each of them afforded. He makes 
an allowance too for the quantity of each metal which he supposes 
may have been smuggled. The great experience of this judicious 
merchant renders his opinion of considerable weight. 

Raynal, According to the eloquent and, sometimes, well- j 

informed Author of the Philosophical and Political History of the ^ 
Establishment of the Europeans in the two Indies, the annual im- \ 
portation of registered gold and silver into Spain, at an average of ' 
eleven years; viz. from 1754 to 1764, both inclusive; amounted to 
13,984,185!^ piastres of ten reals. On account of what may have been 
smuggled, however, the whole annual importation, he supposes, 
may have amotmted to seventeen millions of piastres; which, at 
4 s. 6 d. the piastre, is equal to 3,825,000 1 . sterhng. He gives the 
detail too of the particular places from which the gold and silver 
were brought, and of the particular quantities of each metal which, 
according to the register, each of them afforded.^ He informs us too, 
that if we were to judge of the quantity of gold annually imported 
from the Brazils into Lisbon by the amount of the tax paid to the 
king of Portugal, which it seems is one-fifth of the standard metal, 
wc might value it at eighteen milUons of cruzadoes, or forty-five 
millions of French Uvres, equal to about two millions sterling. On 
account of what may have been smuggled, however, we may 
safely, he says, add to this sum an eighth more, or 250,000 1. sterling, 
so that the whole will amount to 2,250,000 1 . sterling.® According 
to this account, therefore, the whole annual importation of the 
precious metals into both Spain and Portugal, amounts to about 
6,075,000 1. sterling. 

and other authors. Several Other very well authenticated, though 
manuscript,* accounts, I have been assured, agree, in making^his 
whole annual importation amount at an average to about six 
millions sterling; sometimes a httlc more, sometimes a little less. 

This is not the The annual importation of the precious metals into 
whole of the Cadiz and Lisbon, indeed, is not equal to the whole 
by fas the greater annual produce of the mines of America. Some 
part is sent annually by the Acapulco ships to 

^ [Misprinted in ed. 2 and later editions.] 

• [Raynal, Histoire philosophique et politique des Mlissmens et du eommerce des 
Buropiens dans let deux Indes, Amsterdam ed., 1773, tom. iii., p. 310.] 

•rm, tom. iiL, p. 385.] 

* {Bd. z does not contain ^though manuscript’.] 
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Manilla; some part is employed in the contraband trade which the 
Spanish colonics carry on with those of other European nations; and 
some part, no doubt, remains in the cotmtry . The mines of America, 
besides, arc by no means the only gold and silver mines in the world. 
They are, however, by far the most abundant. The produce of all 
the other mines which are known, is significant, it is acknowledged, 
in comparison with theirs; and the far greater part of their produce, 
it is likewise acknowledged, is aimually imported into Cadiz and 
Lisbon. But the consumption of Birmingham alone, at the rate of 
fifty thousand pounds a year,^ is equal to the hundred-and-twen- 
ticth part of this annual importation at the rate of six millions a 
year. The whole annual consumption of gold and silver, therefore, 
in all the different countries of the world where those metals are 
used, may perhaps be nearly equal to the whole annual produce. 
The remainder may be no more than sufficient to supply the in- 
creasing demand of all thriving countries. It may even have fallen 
so far short of this demand as somewhat to raise the price of those 
metals in the European market. 

Brass and iron quantity of brass and iron annually brought 

increase, but we do from thc mine to the market is out of all propor- 
greater than that of gold and silver. We do 
then gold and not liowcvcr. Upon this account, imagine that those 

coarse metals are likely to multiply beyond the 
demand, or to become gradually cheaper and cheaper. Why should 
we imagine that the precious metals arc likely to do so? The coarse 
metals, indeed, though harder, are put to much harder uses, and, as 
they are of less value, less care is employed in their preservation. 
Thc precious metals, however, arc not necessarily immortal any 
more than they, but arc liable too to be lost, wasted, and consumed 
in a great variety of ways. 

In constiiitence of ^ mctals, though liable to slow and 

their durability the gradual variations, varies less from year to year 

*^ldmdVlvtr!^ almost any other part of the rude 

vary little in value producc of land; and thc price of thc precious 
from year to year, cvcn less Uablc to suddcn variations than 

that of thc coarse ones. Thc durabicness of metals is the foundation 
of this extraordinary steadiness of price. The corn which was 
brought to market last year, will be all or almost all consumed long 
before the end of this year. But some part of the iron which was 

‘ [Above, p. 23od 
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brought from the mine two or three hundred ye^s ago, may be still 
in use, and perhaps some part of the gold which was brought from 
it two or three thousand years ago. Che different masses of com 
which in different years must supply the consumption of the world, 
will always be nearly in proportion to the respective produce of 
those different years. But the proportion between the different 
masses of iron which may be in use in two different years, will be 
very Uttle affected by any accidental difference in the produce of the 
iron mines of those two years; and the proportion between the 
masses of gold will be still less affected by any such difference in the 
produce of the gold mines. Though the produce of the greater part 
of metallic mines, therefore, varies, perhaps, still more from year to 
year than that of the greater part of corn-fields, those variations 
have not the same effect upon the price of the one species of com- 
modities, as upon that of the other. 


Variations in the Proportion between the respective Values of Gold 

and Silver 


After the discovery Before the discovery of the mines of America, the 
mines ^hnfell in ^alue of fmc gold to fine silver was regulated in the 
proportiim to gold, different mints of Europe, between the proportions 
of one to ten and one to twelve; that is, an ounce of fine gold was 
supposed to be worth from ten to twelve ounces of fine silver. 
About the middle of the last century it came to be regulated, be- 
tween the proportions of one to fourteen and one to fifteen; that is, 
an ounce of fine gold came to be supposed worth between fourteen 
and fifteen ounces of fine silver. Gold rose in its nominal value, or 
in the quantity of silver which was given for it. Both metals sunk 
in their real value, or in the quantity of labour which they ctyuld 
purchase; but silver sunk more than gold. Though both the gold 
and silver mines of America exceeded in fertility all those which had 
ever been known before, the fertility of the silver mines had, it 
seems, been proportionably still greater than that of the gold ones. 
It is higher in the The great quantities of silver carried annually from 
Europe to India, have, in some of the ]foglish 
settlements, gradually reduced the value of that metal in proportion 
to gold. In the mint of Calcutta, an ounce of fine gold is supposed 
to be worth fifteen ounces of fine silver, in the same manner as in 
Europe. It is in the mint perhaps rated too high for the value which 
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it bears in the market of Bengal. In China, the proportion of gold 
to silver still continues as one to ten, or one to twelve.^ In Japan, it 
is said to be as one to eight. 

The proportion between the quantities of gold and 
silver annually imported into Europe, according to 
Mr. Meggens’s accoimt, is as one to twenty-two 
nearly;^ that is, for one ounce of gold there arc 
imported a little more than twenty-two ounces of 
silver. The great quantity of silver sent annually to the East Indies^ 
reduces, he supposes, the quantities of those metals which remain in 
Europe to the proportion of one to fourteen or fifteen, the propor- 
tion of their values. The proportion between their values, he seems 
to think, ^ must necessarily be the same as that between their quan- 
tities, and would therefore be as one to twenty-two, were it not for 
this greater exportation of silver. 

but this is absurd. But the ordinary proportion between the respeaive 
values of two commodities is not necessarffy the same as that 
between the quantities of them which arc commonly in the market. 
The price of an ox, reckoned at ten guineas, is about threescore times 
the price of a lamb, reckoned at 3 s. 6 d. It would be absurd, how- 
ever, to infer from thence, that there arc commonly in the market 
threescore lambs for one ox: and it would be just as absurd to infer, 
because an ounce of gold will commonly purchase from fourteen to 
fifteen ounces of silver, that there arc commonly in the market only 
fourteen or fifteen ounces of silver for one ounce of gold. 

The quantity of silver commonly in the market, it 
is probable, is much greater in proportion to that 
of gold, than the value of a certain quantity of 
gold is to that of an equal quantity of silver. The 
whole quantity of a cheap commodity brought to 
market, is commonly not only greater, but of greater value, than 
the whole quantity of a dear one. The whole quantity of bread 
annually brought to market, is not only greater, but of greater 
value than the whole quantity of butcherVmeat; the whole quan- 
tity of butcher Vmcat, than the whole quantity of poultry; and the 
whole quantity of poultry, than the whole quantity of wild fowl 
Ed, I docs not contain *or one to twelve'.) 

Cantillon gives one to ten for China and one to eight for Japan. Bsm\ p. 365.] 
Above, pp. 231. 232. The exact figure given by Magens, farther Explanatians, p. 16, 
u I to 22 ^.] 

Mm, p. 17,] 
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There are so many more purchasers for the cheap than for the dear 
commodity, that, not only a greater quantity of it, but a greater 
value, can commonly be disposed of. The whole quantity, therefore, 
of the cheap commodity must commonly be greater in proportion 
to the whole quantity of the dear one, than the value of a certain 
quantity of the dear one, is to the value of an equal quantity of th^ 
cheap one. When we compare the precious metals with one another 
silver is a cheap, and gold a dear commodity. We ought naturally to^ 
expect, therefore, that there should always be in the market, not 
only a greater quantity, but a greater value of silver than of gold. 
Let any man, who has a little of both, compare his own silver with 
his gold plate, and he will probably find, that, not only the quantity, 
but the value of the former greatly exceeds that of the latter. Many 
people, besides, have a good deal of silver who have no gold plate, 
which, even with those who have it, is generally confined to watch- 
cases, snuff-boxes, and such like trinkets, of wliich the whole 
amount is seldom of great value. In the British coin, indeed, the 
value of the gold preponderates greatly, but it is not so in that of all 
countries. In the coin of some countries the value of the two metals 
is nearly equal. In the Scotch coin, before the union with England, 
the gold preponderated very little, though it did somewhat,’ as it 
appears by the accounts of the mint. In the coin of many countries 
the silver preponderates. In France, the largest sums arc commonly 
paid in that metal, and it is there difficult to get more gold than what 
is necessary to carry about in your pocket. The superior value, how- 
ever, of the silver plate above that of the gold, which takes place in all 
countries, will much more than compensate the prepondcrancy of the 
gold coin above the silver, which takes place only in some countries. 
Gold is nearer its Though, in onc scnsc of the word, silver always 
lowest possible price has been, and probably always will be, ihuch 
than stiver, cheaper than gold; yet in another sense, gold may, 

perhaps, in the present state of the Spanish* market, be said to be 
somewhat cheaper than silver. A commodity may be said to be 
dear or cheap, not only according to the absolute greatness or small- 


' See Ruddiman^s Preface to Anderson’s Diplomata, &c. Scotix. [Selectus diplomaittm 
et numismatum thesaurus (quoted above, p. 204), pp. 84, 85; and intbe translation, pp« 
X75f But the statement that gold prepemderat^ is fbuxided merely on the fact chat 
the value of the gold coined in the {^iods i6th December, 1602, to igm July, 1606, and 
aodi September, i6t i, to 14th April, 1613, was greater than that iht silver coined in 
the same time, which proves nodiing about the proportions in the whole stock of coin. 
The statement is repeated below, p. 315. The note appears first in ed. 2.1 
• (Ed. t reads 'European'.] 
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ness of its usual price, but according as that price is more or less 
above the lowest for which it is possible to bring it to market for 
any considerable time together. This lowest price is that which 
barely replaces, with a moderate profit, the stock which must be 
employed in Wringing the commodity thither. It is the price which 
affords nothing to the landlord, of which rent makes not any 
component part, but which resolves itself altogether into wages 
and profit. But, in the present state of the Spanish^ market, gold is 
certainly somewhat nearer to this lowest price than silver. The tax 
of the King of Spain upon gold is only one-twentieth part of the 
standard metal, or five per cent. ; whereas his tax upon silver amounts 
to one-tenth part of it, or to ten per cent.* In these taxes, too, it 
has already been observed,* consists the whole rent of the greater 
part of the gold and silver mines of Spanish America; and that upon 
gold is still worse paid than that upon silver. The profits of the imder- 
takers of gold mines too, as they more rarely mike a fortune, must, 
in general, be still more moderate than those of the undertakers of 
silver mines.^ The price of Spanish gold, therefore, as it affords both 
less rent and less profit, must, in the Spanish* market, be somewhat 
nearer to the lowest price for which it is possible to bring it thither, 
than the price of Spanish silver. When all expences are computed, 
the whole quantity of the one metal, it wotdd seem, cannot, in the 
Spanish market, be disposed of so advantageously as the whole 
quantity of the other.* The tax, indeed, of the King of Portugal’ 
upon the gold of the Brazils, is the same with the ancient tax* of the 
King of Spain upon the silver of Mexico and Peru; or one-fifth part 
of the standard metal.® It may, therefore, be uncertain whether to the 
general market of Europe the whole mass of American gold comes 
at a price nearer to the lowest for which it is possible to bring it 
thither, than the whole mass of American silver. 

Diamonds are The price of diamonds and other precious stones 

nearer still may, pcthaps, be still nearer to the lowest price at 


E4. t reads 'European*. 1 

Ed. I reads *one fifth part of it, or to twenty per cent.*] 

Above, pp. i88, 1 ^ 4 .] * {Above, p. ipo.] 

^Ed. 1 rca« ‘Buropcjui*.) 

• [Ed. i places the *it would seem* after Vomputed,* omits 'in the Spanish market,* 
and puts the whole sentence at the end of the paragraph.] 

’ {Ed. I |daoes the ‘iitdecd* here.] 

• [Ed. 1 reads ^that*.] 

• [Above, p. asa.] 

[Ed. I ‘It must still be true, however, that the whole mass of American gold 
comes to the European market at a price’*] 
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possible to bring them to market, than even the price of 


It may be necessary Though it is not very probable, that any part of a 
to reduce still fur- ^ UU* .1' J CL 

therthetaxoLilver ^hich IS not only imposed upon one of the 

in Spanish America, niost proper subjects of taxation, # mere luxury 
and superfluity, but which affords so very important a revenue, as j 
the tax upon silver, will ever be given up as long as it is possible to i 
pay it; yet the same impossibihty of paying it, which in 1736 made \ 
it necessary to reduce it from one-fifth to one-tenth, ^ may in time 
make it necessary to reduce it still further; in the same manner as it 
made it necessary to reduce the tax upon gold to one-twentieth.® 
That the silver mines of Spanish America, like all other mines, be- 
come gradually more expensive in the working, on account of the 
greater depths at which it is necessary to carry on the works, and of 
the greater expence of drawing out the water and of supplying them 
with fresh air at those depths, is acknowledged by every body who 
has enquired into the state of those mines. 

The greater cost of Thcsc causes, which are equivalent to a growing 
raising sihfer must scarcity of silvcr (for a commodity may be said to 
ofits^price^^o^^^ grow scaxcer when it becomes more difficult and 
reduction of the tax expensive to collect a certain quantity of it), must, 
upon it, or both. time, producc one or other of the three following 

cvaits. The increase of the expence must either, first, be compen- 
sated altogether by a proportionable increase in the price of the 
metal; or secondly, it must be compensated altogether by a propor- 
tionable diminution of the tax upon silver; or, thirdly, it must be 
compensated panly by the one, and partly by the other of those two 


^ [Ed. I contains another paragraph, ‘Were the king of Spain to give up his tax upon 
silver, the price of that metal might not, upon that account, sink immediately m the 
European market. As long as the quantity brought thither continued the same as b^orc, 
it would still continue to sell at the same price. The first and immediate effect of this 
change, would be to increase the profits of mining, the undertaker of the mine now 
gaining all that he had been used to pay to the king. These great profits would soon 
tempt a greater number of people to undertake the working of new mines. Many 
mines would be wrought which cannot be wrought at present, because they cannot 
afford to pay this tax, and the quantity of silver brought to market would, in a few 
years be $0 much augmented, probably, as to sink its price about one-fifth below its 
present standard. This diminution in the value of silver would again reduce the profits 
of mining nearly to their present rate.'] 

• {Above, pp. 189, 224 . 1 

• [Ed. I reads from the beginning of the paragraph, ‘It is not indeed very probable, 
that any part of a tax which affords so important a revenue, and which is imposed, too, 
upon one of the most proper subjects of taxation, will ever be given up as long as it is 
possible to pay it. The impossibility of paying it, however, may in time make it neccs- 
mey to dimmish it, in the same manner as it made it necessary to diminish the tax upon 
goid.’J 
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expedients. This third event is very possible. As gold rose in its 
price in proportion to silver, notwithstanding a great diminution 
of the tax upon gold; so silver might rise in its price in proportion 
to labour and commodities, notwithstanding an equal iminution 
of the tax updh silver. 

Thenductionoj' Such successive reductions of the tax, however, 
Imkessilufr^r^^ though they may not prevent altogether, must 
least toper cent. certainly retard, more or less, the rise of the value 
wM othemise silver in the European market. In consequence 

haue been. of such reductions, many mines may be wrought 

which could not be wrought before, because they could not afford 
to pay the old tax; and the quantity of silver annually brought to 
market must always be somewhat greater, and, therefore, the value 
of any given quantity somewhat less, than it otherwise would have 
been. In consequence of the reduction in 1736, the value of silver 
in the European market, though it may not at this day be lower 
than before that reduction, is, probably, at least ten per cent, lower 
than it would have been, had the Court of Spain continued to 
exact the old tax.^ 

Silver has probably That, notwithstanding this reduction, the value of 
risen somewhat in silver has, during the course of the present century, 
the present century, somcwhat in thc European market, 

the facts and arguments which have been alleged above, dispose me 
to believe, or more properly to suspect and conjecture; for thc best 
opinion wliich I can form upon this subject scarce, perhaps, deserves 
thc name of belief. The rise, indeed, supposing there has been any, 
has hitherto* been so very small, tlut after all that has been said, it 
may, perlups, appear to many people uncertain, not only whether 
this event has actually taken place; but whether thc contrary may 
not have taken place, or whether thc value of silver may not still 
continue to fall in thc European market. 

The annual fofi- It must bc obscrvcd, howcver, that whatever may 
supposed annual importation of gold and 
annual importation, silvcr, thcrc must bc a certain period, at which thc 
annual consumption of diosc metals will bc equal to that annual 

' [This paragraph appears first in cd. 2 .] 

* [Ed. 1 reads trom thc beginning of the paragraph. That thc first of these three 
events has already begun to lake place, or that silver has, during thc course of thc present 
century, be|^ to rise somewhat in its value in thc European market, thc facts and argu- 
Jnents ^ve been allcdgcd above di^ose me to believe. Thc rise, indeed, has 
hitherto*.] 
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importation. Their consumption must increase as their mass in- 
creases, or rather in a much greater proportion. As their mass 
increases, their value diminishes. They arc more used, and less cared 
for, and their consumption consequently increases in a greater pro- 
portion than their mass. After a certain period, therefore, the annual 
consumption of those metals must, in this manner, become equal 
to their annual importation, provided that importation is not conA 
tinually increasing; which, in the present times, is not supposed to^ 
be the case. 

and wiU then If, when the annual consumption has become equal 
annual importation, die annual importation 
importation. should gradually diminish, the annual consumption 

may, for some time, exceed the annual importation. The mass of 
those metals may gradually and insensibly diminish, and their value 
gradually and insensibly rise, tiU the annual importation becoming 
again stationary, the annual consumption will gradually and insen- 
sibly accommodate itself to what that annual importation can 
maintain,^ 


Grounds of the Suspicion that the Value of Silver 
still continues to decrease 


Gold and silver 
are supposed to be 
still falling because 
they are increasing 
in quantity and 
some sorts of rude 
produce are rising. 


The increase of the wealth of Europe, and the popu- 
lar notion that, as the quantity of the precious 
metals naturally increases with the increase of 
wealth, so their value diminishes as their quantity 
increases, may, perhaps,* dispose many people to 
believe that their value still continues to fall in the European market; 
and the still gradually increasing price of many parts of the rude 
produce of land may* confirm them still further in this opinion. 
Ithtuaready been increase in* the quantity of the precious 

metals, which arises in any country® from the in- 
crease of wealth, has no tendency to diminish their 
value, I have endeavoured to show already.* Gold 
and silver naturally resort to a rich country, for the 
same reason that all sorts of luxuries and curiosities resort to it; not 


shoum that the 
increase of the 
metals need not 
Mndnish their 
value: 


^ (The last two paragraphs appear first in Additions and Corrections and cd. 3.] 

• (Ed, I reads ‘may besides’.] » (Ed. 1 reads ’perhaps’ here.] 

• (Ed. I reads That the increase of’.] • [Ed. i places the ‘which artici* here.] 

• [Above, p. 209 ft] 
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because they are cheaper there than in poorer coxmtrics, but because 

they are dearer, or because a better price is given for them. It is 

the superiority of price which attracts them, and as soon as that 

superiority ceases, they necessarily cease to go thither. 

and the rise of If you except com and such other vegetables as arc 

cattle, eu,, is due raised altogether by human industry, that all other 
to a rise in their r i i i r ii 

real price, not to sorts of rude produce, cattle, poultry, game oi all 

a fall of silver. kinds, the useful fossils and minerals of the earth, 

&:c. naturally grow dearer as the society advances in wealth and 

improvement, I have endeavoured to show already.^ Though such 

commodities, therefore, come to exchange for a greater quantity 

of silver than before, it will not from thence follow that silver has 

become really cheaper, or will purchase less labour than before, but 

that such commodities have become really dearer, or will purchase 

more labour than before. It is not their nominal price only, but their 

real price which rises in the progress of improvement. The rise of 

their nominal price is the effect, not of any degradation of the value 

of silver, but of the rise in their real price. 


Different Effects of the Progress of Improvement upon three different Sorts 

of rude Produce 

The real price of These diflerent sorts of rude produce may be 
three sorts of rude divided into three classes. The first comprehends 

those which it is scarce in the power of huii^ 
improvement: industry to multiply at all. The second, those which 

it can multiply in proportion to the demand. The third, those in 
which the cfScacy of industry is cither limited or uncertain. In the 
progress of wealth and improvement, the real price of the first may 
rise to any degree of extravagance, and seems not to be limited by 
any certain boimdary. That of the second, though it may rise greatly, 
lias, however, a certain boundary beyond which it cannot well pass 
for any considerable time together. That of the third, though its 
natural tendency is to rise in the progress of improvement, yet in the 
same degree of improvement it may sometimes happen even to fall, 
sometimes to continue the same, and sometimes to rise more or less, 
according as different accidents render the efforts of human industry, 
in multiplying this sort of rude produce, more or less successful 

* {Above, pp. 195» ] 

W.N. I-l 
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(i) The sort which The first sort of rudc produce of which the price 
b^manl!!dus!l^^ progress of improvement, is that which 

such as game, it is scarce in the power of human industry to 
multiply at all. It consists in those things which nature produces only 
in certain quantities, and which being of a very perisliable nature, it 
is impossible to accumulate together the produce of many differenfi 
seasons. Such are the greater part of rare and singular birds and, 
fishes, many different sorts of game, almost all wild-fowl, all birds of 
passage in particular, as well as many other things. When wealth 
and the luxury which accompanies it increase, the demand for these 
is likely to increase with them, and no effort of human industry may 
be able to increase the supply much beyond what it was before this 
increase of the demand. The quantity of such commodities, there- 
fore, remaining the same, or nearly the same, while the competition 
to purchase them is continually increasing, their price may rise to 
any degree of extravagance, and seems not to be limited by any 
certain boundary. If woodcocks should become so fashionable as 
to sell for twenty guineas a-picce, no effort of human industry 
could increase the number of those brought to market, much be- 
yond what it is at present. The high price paid by the Romans, in the 
time of their greatest grandeur, for rare birds and fishes, may in this 
maimer easily be accounted for. These prices were not the effects of 
the low value of silver in those times, but of tlic high value of such 
rarities and curiosities as human industry could not multiply at 
pleasure. The real value of silver was higher at Rome, for some time 
before and after the fall of the republic, than it is through the greater 
part of Europe at present. Three sestertii, equal to about sixpence 
sterling, was the price which the republic paid for the modiys or 
peck of the tithe wheat of Sicily. This price, however, was probably 
below the average market price, the obligation to deliver their 
wheat at this rate being considered as a tax upon the Sicilian farmers. 
When the Romans, therefore, had occasion to order more com 
dian the tithe of wheat amounted to, they were bound by capitula- 
tion to pay for the sturplus at the rate of four sestertii, or eight-pence 
sterling, the peck;^ and this had probably been reckoned the moder- 
ate and reasonable, that is, the ordinary or average contract price of 
those times; it is equal to about one-and-twenty shillings the quar- 

^ [As mentioned above, p. 168. Cicero, /n Kor., Act II.,lib.iii.,c. 70,11 the authority.] 
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ter. Eight-and-twcnty shillings the quarter was, before the late 
years of scarcity, the ordinary contract price of English wheat, 
which in quality is inferior to the Sicilian, and generally sells for a 
lower price in the European market. The value of silver, therefore, 
in those ancient times, must have been to its value in the present, as 
three to four inversely; that is, three ounces of silver would then 
have purchased the same quantity of labour and commodities which 
four ounces will do at present. When we read in Pliny, therefore, 
that Seius^ bought a white nightingale, as a present for the empress 
Agrippina, at the price of six thousand sestertii, equal to about fifty 
poimds of our present money; and that Asinius Celer^ purchased a 
surmullet at the price of eight thousand sestertii, equal to about 
sixty-six pounds thirteen shillings and four-pence of our present 
money; the extravagance of those prices, how much soever it may 
surprise us, is apt, notwithstanding, to appear to us about one-third 
less than it really was. Their real price, the quantity of labour and 
subsistence which was given away for them, was about one-third 
more than their nominal price is apt to express to us in the present 
times. Scius gave for the nightingale the command of a quantity of 
labour and subsistence equal to what 66 1. 13 s. 4 d. would purchase 
in the present times; and Asinius Cclcr gave for the surmullet the 
command of a quantity equal to what 88 1. 17 s. 9 d. would 
purchase. What occasioned the extravagance of those high prices 
was, not so much the abundance of silver, as the abundance of 
labour and subsistence, of which those Romans had the disposal, 
beyond what was necessary for their own use. The quantity of silver, 
of which they had the disposal, was a good deal less than what the 
command of the same quantity of labour and subsistence would 
have procured to them in the present times. 

Second Sort 

(2) The sort which The sccond sort of rude produce of which the 

progress of improvement, is that 
poultry. ' which human industry can multiply in proportion 
to the demand. It consisB in those useful plants and animals, which, 

* Lib. X. c. a9. {'Scio sestettiis lex candidam atioquin. quod «t pr^ inmiWMm. 
vtnissc, quae Agrippmae Claudii prindpis conjugi done dwetur.* ‘Scius seems be 
the result of misrimditia ‘ScioM 

* Lib. i*. c. 17. f This and the previou* note appear first in ed. a.] 
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in uncultivated countries, nature produces with such profuse abun- 
dance, that they arc of little or no value, and which, as cultivation 
advances, are therefore forced to give place to some more profitable 
produce. During a long period in the progress of improvement, 
the quantity of these is continually diminishing, while at the same 
time the demand for them is continually increasing. Their real valub, 
therefore, the real quantity of labour which they will purchase 6r 
command, gradually rises, till at last it gets so high as to render 
them as profitable a produce as any thing else which human indus-» 
try can raise upon the most fertile and best cultivated land. When 
it has got so high it cannot well go higher. If it did, more land and 
more industry would soon be employed to increase their quantity. 
When it becomes When the price of cattle, for example, rises so high 
profitable to cuUh that it is as profitable to cultivate land in order to 
food ^^cattk^lL them, as in order to raise food for 

price of cattle can- man, it canuot wcll go higher. If it did, more com 
not go higher. would soon bc tumcd into pasture. The exten- 

sion of tillage, by diminishing the quantity of wild pasture, dimin- 
ishes the quantity of butcher Vmcat which die country naturally 
produces without labour or cultivation, and by increasing the num- 
ber of those who have either com, or, what comes to the same 
thing, the price of corn, to give in exchange for it, increases the 
demand. The price of butcher’s-mcat, therefore, and consequently 
catde, must gradually rise till it gets so high, that it becomes as prof- 
itable to employ die most fertile and best cultivated lands in raising 
food for them as in raising com. But it must always bc late in the 
progress of improvement before tillage can bc so far extended as 
to raise die price of cattle to this height; and till it has got to this 
height, if the country is advancing at all, their price must bc con- 
tinually rising. There arc, perhaps, some parts of Europe m "Which 
the price of catde has not yet got to this height. It had not got to 
this height in any part of Scotland before the union.^ Had the 
Scotch catde been always confined to the market of Scotland, in a 
country in which the quantity of land, which can bc applied to no 
other purpose but the feeding of cattle, is so great in proportion to 
what can bc applied to other purposes, it is scarce possible, perhaps, 
that thdbr price could ever have risen so high as to render it profit- 
able to cultivate land for the sake of feeding them. In England, the 
price of cattle, it has already been observed,* seems, in Ae neigh- 
^ [Above, pp. i66, 181.J * [Above, p. 169, aii 4 cp. below, p. 249.] 
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bourhood of London, to have got to this height about the beginning 
of the last century; but it was much later probably before it got to 
it through the greater part of the remoter coimties; in some of which, 
perhaps, it may scarce yet have got to it. Of all the different sub- 
stances, however, which compose this second sort of rude produce, 
cattle is, perhaps, that of which the price, in the progress of improve- 
ment, first rises to this height. 

It must go to this Till the price of cattle, indeed, has got to this height, 
sectrre complete scems scarcc possiblc tiiat the greater part, even 

cultivation. of thosc lands which arc capable of the highest 

cultivation, can be completely cultivated. In all farms too distant 
from any town to carry manure from it, that is, in the far greater 
part of thosc of every extensive country, the quantity of well- 
cultivated land must be in proportion to the quantity of manure 
which the farm itself produces; and this again must be in proportion 
to the stock of cattle which arc maintained upon it. The land is 
manured cither by pasturing the cattle upon it, or by feeding them 
in the stable, and from thence carrying out their dung to it. But un- 
less the price of the cattle be sufficient to pay both the rent and profit 
of cultivated land, the farmer cannot afford to pasture them upon it; 
and he can still less afford to feed them in the stable. It is with the 
produce of improved and cultivated land only, that cattle can be fed 
in the stable; because to collect the scanty and scattered produce of 
waste and luiimproved lands w’ould require too much labour and 
be too expensive. If the price of the cattle, therefore, is not sufficient 
to pay for the produce of improved and cultivated land, when they 
are allowed to pasture it, that price will be still less sufficient to pay 
for that produce when it must be collected with a good deal of addi- 
tional labour, and brought into the stable to them. In these circum- 
stances, therefore, no more cattle can, with profit, be fed in the 
stable than what arc necessary for tillage. But tiicsc can never afford 
manure enough for keeping constantly in good condition, all the 
lands which dicy arc capable of cultivating. What they afford being 
insufficient for the whole farm, will naturally be reserved for the 
lands to which it can be most advantageously or conveniently 
applied; the most fertile, or those, perhaps, in the neighbourhood 
of the farm-yard. These, therefore, will be kept constantly in good 
condition and fit for tillage. The rest will, the greater part of them, 
be allowed to lie waste, producing scarce any thing but some 
miserable pasture, just sufficient to keep alive a few stx^^ling. 
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half-starved cattle; the farm, though much understocked in propor- 
tion to what would be necessary for its complete cultivation, beii^ 
very frequently overstocked in proportion to its actual produce. 

A portion of this waste land, however, after having been pastured in 
this wretched manner for six or seven years together, may be 
ploughed up, when it will yield, perhaps, a poor crop or two of bad , 
oats, or of some other coarse grain, and ^cn, being entirely ex- j 
hausted, it must be rested and pastured again as before, and another \ 
portion ploughed up to be in the same maimer exhausted and rested 
again in its turn. Such accordingly was the general system of 
management all over the low country of Scotland before the union. 
The lands which were kept constantly well manured and in good 
condition, seldom exceeded a third or a fourth part of the whole 
farm, and sometimes did not amount to a fifth or a sixth part of it. 
The rest were never manured, but a certain, portion of them was in 
its turn, notwithstanding, regularly cultivated and exhausted. 
Under this system of management, it is evident, even that part of 
the lands of Scotland which is capable of good cultivation, could 
produce but httle in comparison of what it may be capable of pro- 
ducing. But how disadvantageous soever this system may appear, 
yet before the union the low price of cattle seems to have rendered 
it almost unavoidable. If, notwithstanding a great rise in their price, 
it still continues to prevail through a considerable part of the coun- 
try, it is owing, in many places, no doubt, to ignorance and attach- 
ment to old customs, but in most places to the unavoidable obstruc- 
tions which the natural course of things opposes to the immediate 
or speedy establishment of a better system: first, to the poverty of 
the tenants, to their not having yet had time to acquire a stock of 
cattle sufficient to cultivate their lands more completely, the same 
rise of price which would render it advantageous for them to iijain- 
tain a greater stock, rendering it more difficult for them to acquire 
it; and, secondly, to their not having yet had time to put their lands 
in condition to maintain this greater stock properly, supposing they 
were capable of acquiring it. The increase of stock and the improve- 
ment of land are two events which must go hand in hand, and of 
which the one can no-where much out-nm the other. Without 
some increase of stock, there can be scarce any improvement of 
land, but there can be no considerable increase of stock but in con- 
sequence of a considerable improvement of land; because otherwise 
the land could not maintain it. These natural obstructions to the 
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establishment of a better system, cannot be removed but by a long 
course of frugality and industry; and half a century or a century 
more, perhaps, must pass away before the old system, which is 
wearing out gradually, can be completely aboHshed through all the 
different parts of the country. Of all the commercial^ advantages, 
however, which Scotland has derived from the union with Eng- 
land, this rise in the price of cattle is, perhaps, the greatest. It has not 
only raised the value of all highland estates, but it has, perhaps, been 
the principal cause of the improvement of the low country. 
Consequently new colonies the great quantity of waste land, 

colonies are poorly which can for many years be applied to no other 
* * ^ * purpose but the feeding of cattle, soon renders them 

extremely abundant, and in every thing great cheapness is the 
necessary consequence of great abundance. Though all the cattle of 
the European colonies in America were originally carried from 
Europe, they soon multiphed so much there, and became of so 
little value, that even horses were allowed to run wild in the woods 
without any owner thinking it worth while to claim them. It must 
be a long time after the first estabUshment of such colonies, before 
it can become profitable to feed cattle upon the produce of culti- 
vated land. The same causes, therefore, the want of manure, and the 
disproportion between the stock employed in cultivation, and the 
land which it is destined to cultivate, arc hkely to introduce there a 
system of husbandry not unhke that which still continues to take 
place in so many parts of Scotland. Mr. Kalm, the Swedish traveller, 
when he gives an account of the husbandry of some of the English 
colonics in North America, as he found it in 1749, observes, 
accordingly, that he can with difficulty discover there the character 
of the English nation, so well skilled in all the different branches of 
agriculture. They make scarce any manure for their com fields, he 
says; but when one piece of ground has been exhausted by contmual 
cropping, they clear and cultivate another piece of fresh land; and 
when that is exhausted, proceed to a third. Their cattle arc allowed 
to wander through the woods and other uncultivated grounds, 
where they arc half-starved; having long ago extirpated almost 
all the annual grasses by cropping them too early in the spring, 
before they had time to form their flowers, or to shed their seeds.* 

* [Edf. 1-3 read *of all commercial*.) ^ , 

• Kalm*8 Travels, vol. i., pp. 343. 344- (Travefs bUo Nortfc Am^ica, tmimnitii Us 
natural history mtd a dratmsmtial accemt of it$ tHantaHom and Agriculture in general ^ 
with the dml^ ecdetiasUcal and commercial state of the country^ the manners of the udtahitmtis 
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The annual grasses were, it seems, the best natural grasses in that 
part of North America; and when the Europeans first settled there, 
they used to grow very thick, and to rise three or four feet high. A 
piece of ground which, when he wrote, could not maintain one 
cow, would in former times, he was assured, have maintained four, 
each of which would have given four times the quantity of milk 
which that one was capable of giving. The poorness of the pasture 
had, in his opinion, occasioned the degradation of their cattle, which 
degenerated sensibly from one generation to another. They were 
probably not unlike that stunted breed which was common all over 
Scotland thirty or forty years ago, and which is now so much 
mended through the greater part of the low country, not so much 
by a change of the breed, though that expedient has been employed 
in some places, as by a more plentiful method of feeding them. 

Cattle are the first Though it is late, therefore, in the progress of 
improvement before cattle can bring such a price 
as to render it profitable to cultivate land for the 
sake of feeding them; yet of all the different parts 
which compose this second sort of rude produce, 
they arc perhaps the fint which bring this price; because till they 
bring it, it seems impossible that improvement can be brought near 
even to that degree of perfection to which it has arrived in many 
parts of Europe. 

and venison is the As cattle are among the first, so perhaps venison is 

among the last parts of this sort of rude produce 
which bring this price. The price of venison in Great Britain, how 
extravagant soever it may appear, is not near sufficient to compensate 
the expcncc of a deer park, as is well known to all those who luve 
had any experience in the feeding of deer. If it was otherwise, the 
feeding of deer would soon become an article of common farmyig; 
in the same manner as the feeding of those small birds called Turdi 
was among the ancient Romans. Varro and Columella assure us that 
it was a most profitable article.^ The fattening of ortolans, birds of 
passage which arrive lean in the country, is said to be so in some 
parts of France. If venison continues in fashion, and the wealth and 


of this second sort 
of rude produce to 
bring in the price 
necessary to secure 
cultivation^ 


0id several curious and important remarks on various subjects^ by Peter Kahn, Prohor of 
CEconomy in the University of Aobo, in Swedish Fitiland, and member of the S. 
Royal Academy of Sciences. Translated by John Reinhold Forster, F.A.S., 3 vols., 1770* 
The note appears Erst in ed. 2.} 

* {V arro, De re rustka, iii., 2, and Columella, De re rusHca, viii,, xo, ad Jin., where Varro 
isiq^oted.] 
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luxury of Great Britain increase as they have done for some time 
past, its price may very probably rise still higher than it is at present. 
other things are Between that period in the progress of improvc- 
mtermediate, mcnt which brings to its height the price of so 
necessary an article as cattle, and that which brings to it the price of 
such a superfluity as venison, there is a very long interval, in the 
course of which many other sorts of rude produce gradually arrive 
at their highest price, some sooner and some later, according to 
different circumstances. 

such as poultry, Thus in every farm the offals of the barn and stables 
will maintain a certain number of poultry. These, as they are fed 
with what would otherwise be lost, are a mere save-all; and as they 
cost the farmer scarce any thing, so he can afford to sell them for very 
little. Almost all that he gets is pure gain, and their price can scarce 
be so low as to discourage him from feeding this number. But in 
countries ill cultivated, and, therefore, but thinly inhabited, the 
poultry, which arc thus raised without cxpence, are often fully 
sufficient to supply the whole demand. In this state of things, there- 
fore, they are often as cheap as butcher’ s-mcat, or any other sort of 
animal food. But the whole quantity of poultry, which the farm in 
this manner produces without cxpence, must always be mudi 
smaller than the whole quantity of butcher’s-meat which is reared 
upon it; and in times of wealth and luxury what is rare, with only 
nearly equal merit, is always preferred to what is common. As 
wealth and luxury increase, therefore, in consequence of improve- 
ment and cultivation, the price of poultry gradually rises above that 
of butchcr’s-mcat, till at last it gets so high that it becomes profitable 
to cultivate land for the sake of feeding them. When it has got to 
this height, it cannot well go higher. If it did, more land would soon 
be turned to this purpose. In several provinces of France, the feeding 
of poultry is considered as a very important article in rural oeco- 
nomy, and sufficiently profitable to encourage the farmer to raise a 
considerable quantity of Indian com and buck-wheat for this pur- 
pose. A middling fanner will there sometimes have four hundred 
fowls in his yard. The feeding of poultry seems scarce yet to be 
generally considered as a matter of so much importance in England, 
They arc certainly, however, dearer in England than in France, as 
England receives considerable supplies from France. In the progress 
of improvement, the period at which every particular sort of airimal 
food is dearest, must naturally be that whi<i immediately precedes 
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the general practice of cultivating land for the sake of raising it. For 
some time before this practice becomes general, the scarcity must 
necessarily raise the price. After it has become general, new methods 
of feeding are commonly fallen upon, which enable the farmer to 
raise upon the same quantity of ground a much greater quantity 
of that particular sort of animal food. The plenty not only obliges 
him to sell cheaper, but in consequence of these improvements hd| 
can afford to sell cheaper; for if he could not afford it, the plenty \ 
would not be of long continuance. It has been probably in this 
manner that the introduction of clover, turnips, carrots, cabbages, 
&c. has contributed to sink the common price of butcher Vmeat in 
the London market somcwliat below what it was about the begin- 
ning of the last century. 

hogs. The hog, that finds his food among ordure, and 

greedily devours many things rejected by every other useful animal, 
is, hke poultry, originally kept as a save-all. As long as the number of 
such animals, which can thus be reared at Uttle or nor expence, is 
fully sufScient to supply the demand, this sort of butcher^s-meat 
comes to market at a much lower price than any other. But when 
the demand rises beyond what this quantity can supply, when it 
becomes necessary to raise food on purpose for feeding and fatten- 
ing hogs, in the same manner as for feeding and fattening other 
cattle, dhc price necessarily rises, and becomes proportionably cither 
higher or lower than that of other butcher’s-meat, according as the 
nature of the country, and the state of its agriculture, happen to 
render the feeding of hogs more or less expensive than that of other 
cattle. In France, according to Mr. Buffon, the price of pork is 
nearly equal to that of beef. ^ In most parts of Great Britain it is at 
present somewhat higher. 

The great rise in the price both of hogs and poultry has in’43reat 
Britain been frequently imputed to the diminution of the number of 
cottagers and other small occupiers of land; an event which has in 
every part of Europe been the immediate forerunner of improve- 
ment and better cultivation, but which at the same time may have 
contributed to raise the price of those articles, both somewhat 
sooner and somewhat faster than it would otherwise have risen. As 
the poorest fbnily can often maintain a cat or a dog, without any 
cxpencc, so die poorest occupiers of land can commonly maintain 
a few poultry, or a sow and a few pigs, at very little. The little oflfals 
^ [Histoire NalureUe, vol, v. (1755), p. laa.) 
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of their own table, their whey, skimmed milk and butter-milk, 
supply those animals with a part of their food, and they find the rest 
in the neighbouring fields without doing any sensible damage to 
any body. By diminishing the number of those small occupiers, 
therefore, the quantity of this sort of provisions which is thus pro- 
duced at little or no expence, must certainly have been a good deal 
diminished, and their price must consequently have been raised both 
sooner and faster than it would otherwise have risen. Sooner or later, 
however, in the progress of improvement, it must at any rate have 
risen to the utmost height to which it is capable of rising; or to the 
price which pays the labour and expence of cultivating the land 
which furnishes them with food as well as these are paid upon the 
greater part of other cultivated land. 

milk, butter and The busiiicss of the dairy, like the feeding of hogs 
and poultry, is originally carried on as a save-all. 
The cattle necessarily kept upon the farm, produce more milk than 
either the rearing of their own young, or the consumption of the 
farmer’s family requires; and they produce most at one particular 
season. But of all the productions of land, milk is perhaps the most 
perishable. In the warm season, when it is most abundant, it will 
scarce keep four-and-twenty hours. The farmer, by making it into 
fresh butter, stores a small part of it for a week: by making it into 
salt butter, for a year: and by making it into cheese, he stores a much 
greater part of it for several years. Part of all these is reserved for the 
use of his own family. The rest goes to market, in order to find the 
best price which is to be had, and which can scarce be so low as to 
discourage him from sending thither whatever is over and above 
the use of his own family. If it is very low, indeed, he will be likely 
to manage his dairy in a very slovenly and dirty manner, and will 
scarce perhaps think it worth while to have a particular room or 
building on purpose for it, but will suffer the business to be carried 
on amidst the smoke, filth, and nastiness of his own kitchen; as was 
the case of almost all the farmers dairies in Scotland thirty or forty 
years ago, and as is the case of many of them still. The same causes 
which gradually raise the price of butcher’s-mcat, the increase of the 
demand, and, in cojiscqucncc of the improvement of the country, 
the diminution of the quantity which can be fed at Uttlc or no cx- 
pence, raise, in the same maimer, that of the produce of the dairy, of 
which the price naturally connects with that of butchcr’s-mcat, or 
with the cxpcncc of feeding catde. The inaease of price pays for 
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more labour, care, and cleanliness. The dairy becomes more worthy 
of the farmer’s attention, and the quality of its produce gradually 
improves. The price at last gets so high that it becomes worth while 
to employ some of the most fertile and best cultivated lands in 
feeding cattle merely for the purpose of the dairy; and when it has 
got to this height, it cannot well go higher. If it did, more land/ 
would soon be turned to this purpose. It seems to have got to this 
height through the greater part of England, where much good land\ 
is commonly employed in this manner. If you except the neighbour- 
hood of a few considerable towns, it seems not yet to have got to 
this height anywhere in Scotland, where common farmers seldom 
employ much good land in raising food for cattle merely for the 
purpose of the dairy. The price of the produce, though it has risen 
very considerably within these few years, is probably stiU too low 
to admit of it. The inferiority of the quality, indeed, compared with 
that of the produce of English dairies, is fully equal to that of the 
price. But this inferiority of quality is, perhaps, rather the effect of 
this lowness of price than the cause of it. Though the quality was 
much better, the greater part of what is brought to market could 
not, I apprehend, in the present circumstances of the country, be 
disposed of at a much better price; and the present price, it is prob- 
able, would not pay the expcncc of the land and labour necessary 
for producing a much better quality. Through the greater part of 
England, notwithstanding the superiority of price, the dairy is not 
reckoned a more profitable employment of land than the raising of 
com, or the fattening of cattle, the two great objects of agriculture. 
Through the greater part of Scotland, therefore, it cannot yet be 
even so profitable. 

The rise of price, Thc lands of no country, it is evident, can ever be 
being necessatyfor completely Cultivated and improved, till onm thc 

good amvation, r 1 -i 

should be regarded pHcc oi every producc, which human mdustry is 
with satisfattien. obliged to raise upon them, has got so high as to 
pay for the expcncc of complete improvement and cultivation. In 
or^r to do this, thc price of each particular produce must be suffi- 
cient, first, to pay thc rent of good com land, as it is that which 
regulates die rent of thc greater part of other cultivated land; and 
secondly, to pay the labour and expence of the fiumer as well as they 
arc commonly paid upon good corn-land; or, in other words, to 
replace with the ordinary profits thc stock which he employs about 
it This rise in thc price of each particular produce, must cvidaidy 
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be previous to the improvement and cultivation of the land which 
is destined for raising it. Gain is the end of all improvement, and 
nothing could deserve that name of which loss was to be tie 
necessary consequence. But loss must be the necessary consequence 
of improving land for the sake of a produce of which the price 
could never bring back the expence. If the complete improvement 
and cultivation of the country be, as it most certainly is, die greatest 
of all public advantages, this rise in the price of all those different 
sorts of rude produce, instead of being considered as a public 
calamity, ought to be regarded as the necessary forerunner and 
attendant of the greatest of all public advantages. 

It is due not to a This risc too in the nominal or money-price of 
'^frisein7terea/^ different sorts of rudc produce has been 

price of the produce, the effect, not of any degradation in the value of 
silver, but of a rise in their real price. They have become wordi, 
not only a greater quantity of silver, but a greater quantity of 
labour and subsistence than before. As it costs a great quantity 
of labour and subsistence to bring them to market, so when they 
are brought thither, they represent or arc equivalent to a greater 
quantity. 


Third Sort 

Cl) The sort in The third and last sort of rude produce, of which 
regard to which price naturally rises in the progress of improvc- 

Ttsti^h limited or nieiit, is that in which the efficacy of human indus- 
uncertain, try, in augmenting the quantity, is cither limited or 

uncertain. Though the real price of diis sort of rude produce, 
therefore, naturally tends to risc in the progress of improvement, 
ycl, according as different accidents happen to render the efforts of 
human industry more or less successful in augmenting the quantity, 
it may happen sometimes even to fall, sometimes to continue the 
same in very different periods of improvement, and sometimes to 
risc more or less in the same period. 

c.g. wool and There arc some sorts of rude produce which nature 
a^^^a^TioVtfter ^ rendered a kind of appendages to other sorts; 
sorts of produce. SO that the quantity of the one which any country 
can afford, is necessarily limited by that of the other. The quantity 
of wool or of raw hides, for example, which any country can afford, 
is necessarily limited by the number of great and small cattle that 
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arc kept in it. The state of its improvement, and the nature of its 
agriculture, again necessarily determine this number. 

'bo/ and hides in The same causcs, which, in the progress of improve- 
r^er^mark^l^ m gradually raise the price of butcher’s-meat, 

tothemthm should have the same effect, it may be thought, 
buuher*sHneat, priccs of wool and raw hides, and raise i 

them too nearly in the same proportion. It probably would be so, if 
in the rude beginnings of improvement the market for the latter \ 
commodities was confined within as narrow bounds as that for the 
former. But the extent of their respective markets is commonly 
extremely different. 

The market for butcher Vineat is almost every-where confined 
to the coimtry which produces it. Ireland, and some part of British 
America indeed, carry on a considerable trade in salt provisions; but 
they are, I believe, the only countries in the commercial world 
which do so, or which export to other countries any considerable 
part of their butcher’s-mcat. 

The market for wool and raw hides, on the contrary, is in the rude 
beginnings of improvement very seldom confined to the country 
which produces them. They can easily be transported to distant 
countries, wool without any preparation, and raw hides with 
very little: and as they are the materials of many manufactures, 
other countries may occasion a demand for them, though that of 
the industry of the country which produces them might not occa- 
sion any. 

In countries ill cultivated, and therefore but thinly 
inhabitated, the price of the wool and the hide bears 
always a much greater proportion to that of the 
whole beast, than in countries where, improvement 
and population being further advanced, thete is 
more demand for butcher Vmcat. Mr. Hume observes, that in the 
Saxon times, the fleece was estimated at two-fifths of the value of 
the whole sheep, and that this was much above the proportion of its 
present estimation.^ In some provinces of Spain, I have been assured, 
the sheep is frequently killed merely for the sake of the fleece and 
the tallow. The carcase is often left to rot upon the groimd, or to be 
devoured by beasts and birds of prey. If this sometimes luppens even 
in Spain, it happens almost constantly in Chili, at Buenos Ayres, ^ 

^ [History^ cd. of 1773 , vol. i., p. 226 .] 

* Uaan and UUoa, Voyage MsUmque, zdc ptic, Kv. i., chap, v., vol. t., p. 55^5*1 
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wool and hide are 
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and in many other parts of Spanish America, where the horned 
cattle are almost constantly killed merely for the sake of the hide 
and the tallow. This too used to happen almost constantly in His-; 
paniola, while it was infested by the Buccaneers, and before & 
settlement, improvement, and populousness of the French planta- 
tions (which now extend round the coast of almost the whole 
western half of the island) had given some value to the cattle of the 
Spaniards, who still continue to possess, not only the eastern part 
of the coast, but the whole inland and mountainous part of the 
country. 


In the progress of 
improvement the 
wool and hide 
should riscy though 
not so much as the 


Though in the progress of improvement and popu- 
lation, the price of the whole beast necessarily rises, 
yet the price of the carcase is likely to be much 
more affected by this rise than that of the wool and 
carcase. hide. The market for the carcase, being in the 

rude state of society confined always to the country which produces 
it, must necessarily be extended in proportion to the improvement 
and population of that country. But the market for the wool and 
the hides even of a barbarous country often extending to the whole 
commercial world, it can very seldom be enlarged in the same pro- 
portion. The state of the whole commercial world can seldom be 
much affected by the improvement of any particular country; and 
the market for such commodities may remain the same, or very 
nearly the same, after such improvements, as before. It should, 
however, in the natural course of things rather upon the whole be 
somewhat extended in consequences of them. If the manufactures, 
especially, of which those commodities arc the materials, should 
ever come to flourish in the country, the market, though it might 
not be much enlarged, would at least be brought much nearer to the 
place of growth than before; and the price of those materials might 
at least be increased by what had usually been the cxpence of trans- 
porting them to distant countries. Though it might not rise dierc- 
forc in the same proportion as that of butcherVmcat, it ought 
naturally to rise somewhat, and it ought certainly not to falL 
But in Bigland England, however, notwithstanding the flourish- 
tvool h^allett ing State of its woollen manufacture, the price of 
English wool has fallen very considerably since the 
time of Edward III. There arc many authentic records which demon- 
strate that during the reign of that prince (towards the middle of the 
fourteenth century, or about 1339) what was reckoned the modmte 
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and reasonable price of the tod or twenty-eight pounds of English 
wool was not less than ten shillings of the money of those times, ^ 
containing, at the rate of twenty-pence the ounce, six ounces of 
silver Tower-weight, equal to about thirty shillings of our present 
money. In the present times, one-and-twenty shillings the tod may 
be reckoned a good price for very good English wool. The money- 
price of wool, therefore, in the time of Edward III, was to its money- 
price in the present times as ten to seven. The superiority of its real 
price was still greater. At the rate of six shillings and eight-pence 
the quarter, ten shillings was in those ancient times the price of 
twelve bushels of wheat. At the rate of twenty-eight shillings the 
quarter, one-and-twenty shillings is in the present times the price of 
six bushels only. The proportion between the real prices of ancient 
and modem times, therefore, is as twelve to six, or as two to one. 
In those ancient times a tod of wool would have purchased twice the 
quantity of subsistence which it wiU purchase at present; and con- 
sequently twice the quantity of labour, if the real recompence of 
labour had been the same in both periods. 

This has been degradation both in the real and nominal 

caused by artificial value of wool, could never havc happened in con- 
regulattcns. scqucncc of the natural course of things. It has 

accordingly been the effect of violence and artifice: First, of the 
absolute prohibition of exporting wool from England;* Secondly, 
of the permission of importing it from Spain® duty free; Thirdly, of 
the prohibition of exporting it from Ireland to any other country 
but England. In consequence of these regulations, the market for 
English wool, instead of being somewhat extended in consequence 
of the improvement of England, has been confined to the home 
market, where the wool of several other countries* is allowed to 
come into competition with it, and where that of Ireland is forced 
into competition with it. As the woollen manufactures too of Ireland 
are fully as much discouraged as is consistent with justice and fair 
dealii^, the Irish can work up but a small part of their own wool at 
home, and are, therefore, obliged to send a greater proportion of it 
to Great Britain, the only market they are allowed. 


\ 


* See Smith*! Memoirs of Wool, voL i. c. 5, < 5 , and 7; also, voL ii. c. 176. (Bd. i docs 
not give the vokmes and chapters. The work was Chronicon Rusticum-< 2 ammereialet or 
Mmairs ofWad^ itc.^ by John Smith, and publi^ed 1747; sec below, vol. ii., p. idpd 

* [Sec &|ow,vol. ii., p. 165, and Smith’s Memoirs oj Woohvol i., pp. 159, 170, i8a.) 

* (Eds. i and a read ‘importing it from all other countries*.] 

^ Eds. I and 2 read ‘wool of all other countries*.] 
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The real pHce of I have not been able to find any such authentic 
MmewhatZwer^ records concerning the price of raw hides in ancient 
than in the fifteenth times. Wool was commonly paid as a subsidy to 
century, king, and its valuation in that subsidy ascertains, 

at least in some degree, what was its ordinary price. But this seems 
not to have been the case with raw hides. Fleetwood, however, from 
an account in 1425, between the prior of Burcester Oxford and one 
of his canons, gives us their price, at least as it was stated, upon that 
particular occasion; viz. five ox hides at twelve shillings; five cow 
hides at seven shillings and three pence; thirty-six sheep skins of 
two years old at nine shillings; sixteen calves skins at two shillings.^ 
In 1425, twelve shillings contained about the same quantity of silver 
as four-and-twenty shillings of our present money. An ox hide, 
therefore, was in this account valued at the same quantity of silver 
as 4 s. fths of our present money. Its nominal price was a good deal 
lower tlian at present. But at the rate of six shdlmgs and eight-pence 
the quarter, twelve shillings would in those times have purchased 
fourteen bushels and four-fifths of a bushel of wheat, which, at 
three and six-pence the bushel, would in the present times cost 
5 1 s. 4 d. An ox hide, therefore, would in those times have purchased 
as much com as ten shillings and three-pence would purchase at 
present. Its real value was equal to ten shiUmgs and thrce-pcncc of 
our present money. In those ancient times, when the cattle were 
half starved during the greater part of the winter, we caimot 
suppose that they were of a very large size. An ox hide which weighs 
four stone of sixteen pounds averdupois, is not in the present times 
reckoned a bad one; and in those ancient times would probably have 
been reckoned a very good one. But at half a crown the stone, 
which at this moment (February 1773) I imderstand to be the com- 
mon price, such a hide would at present cost only ten shillings. 
Though its nominal price, therefore, is higher in the present than 
it was in those ancient times, its real price, the real quantity of subsis- 
tence which it will purchase or command, is rather somewhat lower. 
The price of cow hides, as stated in the above account, is nearly in 
the common proportion to that of ox hides. That of sheep skins is a 
good deal above it. They had probably been sold with the wool. 
That of calves skins, on the contrary, is gready below it. In coun- 
tries where the price of catdc is very low, the calves, which are not 

^ [Chrtmiempetiosum, cd, of 1707, p. 100, quoting from Kenneths Pat, Ani, Burcester 
is the modem Bicester.] 
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intended to be reared in order to keep up the stock, are generally 
killed very young; as was the case in Scotland twenty or thirty 
years ;^o. It saves the milk, which their price would not pay for. 
Their skins, therefore, are commonly good for httle. 
but their weri^e The price of raw hides is a good deal lower at 
^sem^u‘^is present than it was a few years ago; owing probably/ 

probably higher. to the taking ofF the duty upon seal skins, and to the^ 
allowing, for a limited time, the importation of raw hides from 
Ireland and from the plantations duty free, which was done in 1769.^ 
Take the whole of the present century at an average, their real price 
has probably been somewhat higher than it was in those ancient 
times. The nature of the commodity renders it not quite so proper 
for being transported to distant markets as wool. It suffers more by 
They are not so keeping. A salted hide is reckoned inferior to a 

easily transported fresh one, and sells for a lower price. This circum- 

as wool, stance must necessarily have some tendency to sink 

the price of raw hides produced in a country which does not manu- 
facture them, but is obliged to export them; and comparatively to 
raise that of those produced in a country which docs manufacture 
them. It must have some tendency to sink their price in a barbarous, 
and to raise it in an improved and manufacturing country. It must 
have had some tendency therefore to sink it in ancient, and to raise 
and tanners have it in modem times. OuT tanners besides have not 
f^w^d^byT^^l- quite so successful as our clothiers, in con- 

laticn as clothiers, wincing the wisdom of the nation, that the safety of 
the commonwealth depends upon the prosperity of their particular 
manufacture. They have accordingly been much less favoured. The 
exportation of raw hides has, indeed, been prohibited, and declared 
a nuisance:* but their importation from foreign countries has been 
subjected to a duty;* and though dus duty has been taken off from 
those of Ireland and the plantations (for the limited time of five 
years only), yet Ireland hsLi not been confmed to the market of 
Great Britain for the sale of its surplus hides, or of those whi<di are 
not manufactured at home. The hides of common cattle have but 
within these few years been put among the enumerated commodi- 


^ [9 Geo. III., c. 39, for five years; continued by 14 Cco. III., c. 86, and ai Geo. IU.» 
c. 29 J 

*[By 5 Elix., c. 22; 8 Elix., c. 14; 18 Elia., c. 9; 13 and 14 Cat. 11 ., c. 7, which 
last uses the words "common and public nuisance*. See Bbekstone, CommentariiS, vol. 
iv., pp. 167-169.1 
• {9 Ann., c. II,] 



CH. XI., PT. Ill] PRICE OF WOOL, HIDES, ETC. 259 

ties which the planutiom can send no-whcre but to the mother 
country; neither has the commerce of Ireland been in this case 
oppressed hitherto, in order to support the manufaaurcs of Great 
Britain. 

R^Utiom which Whatever regulations tend to sink the price either 
sink the price of of wool or of raw liides below what it naturally 

^ improved and cultivated 
raise the price of country, have some tendency to raise the price of 
butcher’s-meat. The price both of the great and 
small cattle, which are fed on improved and cultivated land, must 
be sufficient to pay the rent which the landlord, and the profiit which 
the farmer has reason to expect from improved and cultivated land. 
If it is not, they will soon cease to feed them. Whatever part of this 
price, therefore, is not paid by the wool and the hide, must be paid 
by the carcase. The less there is paid for the one, the more must be 
paid for die other. In what manner this price is to be divided upon 
the different parts of the beast, is indifferent to the landlords and 
farmers, provided it is all paid to them. In an improved and culti- 
vated country, therefore, their interest as landlords and farmers can- 
not be much affected by such regulations, though their interest as 
consumers may, by the rise in the price of provisions.^ It would be 
but not in an Otherwise, however, in an unimproved and 

mimproved coun- uncultivated country, where the greater part of 
the lands could be applied to no other purpose but 
the feeding of cattle, and where the wool and the hide made the 
principal part of the value of those cattle. Their interest as landlords 
and farmers would in this case be very deeply affected by such 
regulations, and their interest as consumers very little. The fall in 
the price of the wool and the hide, would not in this case raise the 
price of the carcase; because the greater part of the lands of the 
country being applicable to no other purpose but the feeding of 
cattle, the same number would soil continue to be fed. The same 
quantity of butcher Vmcat would still come to market. The demand 
for it would be no greater than before. Its price, therefore, would be 
the same as before. The whole price of cattle would fall, and along 
with it both the rent and the profit of all those lands of which cattle 
was the principal produce, that is, of the greater part of the lands of 
the country. The perpetual prohibition of the exportation of wool, 

^ [Tbm psjsagc, from the beginning of the paragraph* is qtioted at lengtiibdow. voi. 
ii., p. isi.J 
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which is commonly, but very falsely, ascribed to Edward III,^ 

would, in the then circumstances of the country, have been the most 

destructive regulation which could well have been thought of. It 

would not only have reduced the actual value of the greater part of 

the lands of the kingdom, but by reducing the price of the most 

important species of small cattle, it would have retarded very much 

its subsequent improvement. 1 

The Union sank The wool of Scotland fell very considerably in it^ 

the pnee of Scotch conscquencc of the union with England, 

wool, whtle tt f I I- Ijjr i 

raised the price of by which It was excludcd from the great market 

Scotch meat. Europe, and confined to the narrow one of 

Great Britain. The value of the greater part of the lands in the 

southern counties of Scotland, which arc chiefly a sheep country, 

would have been very deeply affected by diis event, had not the rise 

in the price of butcher ’s-mcat fuUy compensated the fall in the price 

of wool. 

The efficacy of in- As thc cfficacy of human industry, in increasing the 

dustry inittaeasing quantity either of wool or of raw liidcs, is limited, 
wool and hides is r • \ t i i r i 

hoih limited and SO tar as It depends upon the produce ot the country 
uncertain. where it is cxcrtcd; so it is uncertain so far as it 


depends upon thc produce of other countries. It so far depends, not 
so much upon the quantity which they produce, as upon that which 
they do not manufacture; and upon the restraints which they may or 
may not think proper to impose upon the exportation of this sort of 
rude produce. These circumstances, as they arc altogether indepen- 
dent of domestic industry, so they necessarily render thc efficacy of 
its efforts more or less imcertain. In multiplying this sort of rude 
produce, therefore, the efficacy of human industry is not only 
limited, but uncertain. 


The same thing is In multiplying another very important sort of rude 
true offish, which produce, thc quantity of fish that is brought to 
the progress efim-^ market. It IS likewise both limited and uncertain. 
prouemenu is limited by the local situation of the country, by 

thc proximity or distance of its different provinces from thc sea, by 
thc number of its lakes and rivers, and by what may be called the 
fertility or barrenness of those seas, lakes and rivers, as to this sort of 
rude produce. As population increases, as the annual produce of the 


^ (John Smidi, Memoirs of Wool, voL i,, p. 25, explains that die words It shall be felony 
to carry away any wool out of die realm uncUit be otherwise ordained’ do not imply a 
perpetual prohimdon.] 
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land and labour of the country grows greater and greater, there 
come to be more buyers offish, and those buyers too have a greater 
quantity and variety of other goods, or, what is the same thing, the 
price of a greater quantity and variety of other goods, to buy with. 
But it will generally be impossible to supply the great and extended 
market without employing a quantity of labour greater than in pro- 
portion to what had been requisite for supplying the narrow and 
confined one. A market which, from requiring only one thousand, 
comes to require annually ten thousand ton of fish, can seldom 
be supplied without employing more than ten times the quantity 
of labour which had before been sufficient to supply it. The fish 
must generally be sought for at a greater distance, larger vessels 
must be employed, and more expensive machinery of every kind 
made use of. The real price of this commodity, therefore, naturally 
rises in the progress of improvement. It has accordingly done so, I 
believe, more or less in every country. 

The connexion of Though the succcss of a particular day’s fishing may 

suaess in fishing ^ vmcertain matter, yet, the local situation 

with the slate of r \ ^ i- ii itr 

improvement is ot the country being supposed, the general emcacy 

uncertain. industry in bringing a certain quantity of fish to 

market, taking the course of a year, or of several years together, it 
may perhaps be thought, is certain enough; and it, no doubt, is so. 
As it depends more, however, upon the local situation of the coun- 
try, than upon the state of its wealth and industry; as upon this 
account it may in different countries be the same in very different 
periods of improvement, and very different in the same period; its 
connection with the state of improvement is uncertain, and it is of 
this sort of uncertainty that I am here speaking. 

In increasing In increasing the quantity of the different minerals 
minerak the efficacy and mctals which are drawn from the bowels of the 
limMtli'^i^ earth, that of the more precious ones particularly, 
'««• the efficacy of human industry seems not to be 

limited, but to be altogether uncertain. 

The quantity of Thc quantity of the precious metals which is to be 
the precious mtals f ^ j country is not limited by any thix^ in 

pends on its power its local situation, such as the fertility or barrenness 
tlSSVthe frequency abound 

' in countries whidi possess no mines. Their quantity 

in every particular country seems to depend upon two diflferent 
circumstances; first, upon its power of purchasing, upon the state 
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of its industry, upon the annual produce of its land and labour, in 
consequence of which it can afford to employ a greater or a smaller 
quantity of labour and subsistence in bringing or purchasing such 
superfluities as gold and silver, either from its own mines or from 
those of other countries; and, secondly, upon the fertihty or barren- 
ness of the mines which may happen at any particular time to supplyj 
the commercial world with those metals. The quantity of thosel 
metals in the countries most remote from the mines, must be more*? 
or less affected by this fertihty or barrenness, on account of the easy 
and cheap transportation of those metals, of their small bulk and 
great value. Their quantity in China and Indstan must have been 
more or less affected by the abundance of the mines of America. 

So far as it de- ^ quantity in any particular country 

pends on the former depends upon the former of tliosc two circum- 
stances (the power of purchasing), their real price, 
rise with improve- like that of all Other luxuries and superfluities, is 
hkely to rise with the wealth and improvement of 
the country, and to fall with its poverty and depression. Countries 
which have a great quantity of labour and subsistence to spare, can 
afford to purchase any particular quantity of those metals at the 
expence of a greater quantity of labour and subsistence, than coun- 
tries which have less to spare. 

U, far as it depends “ thcir quantity in any particular country 

on the latter cir- depends upon the latter of those two circumstances 

pHu^tvary^^ fertility or barrenness of the mines which 

mth the fertility of happen to supply the commercial world) their real 
the mines, price, thc rcJ quantity of labour and subsistence 

which they will purchase or exchange for, will, no doubt, sink more 
or less in proportion to the fertility, and rise in proportion to the 
barrenness, of those mines. ^ 

which has no con^ fertility or barrenness of thc mines, however, 

nexion mth the which may happen at any particular time to supply 
ftate of industry. commercial world, is a circumstance which, it 


on the latter cir- 
cumstance the real 
price wilt vary 
with the fertility of 
the mines. 


is evident, may have no sort of connection with die state of indus- 
try in a particular country. It seems even to have no very necessary 
connectimi vnth that of die world in general. As arts and commerce, 
indeed, gradually spread themselves over a greater and a greater 
part of the earth, the search for new mines, being extended over a 
wider sur&ce, may have somewhat a better diance for being succcss- 
hil, than when confined within narrower bounds. The disrovery of 



CONCLUSION 


263 


CH. XI., PT. in] 

new mines, however, as the old ones come to be gradually ex- 
hausted, is a matter of the greatest uncertainty, and such as no 
human skill or industry can ensure. All indications, it is acknow- 
ledged, arc doubtful, and the actual discovery and successful work- 
ing of a new mine can alone ascertain the reality of its value, or 
even of its existence. In this search there seems to be no certain 
limits cither to the possible success, or to the possible disappointment 
of human industry. In the course of a century or two, it is possible 
that new mines may be discovered more fertile than any that have 
ever yet been known; and it is just equally possible that the most 
fertile mine then known may be more barren than any that was 
wrought before the discovery of the mines of America. Whether 
the one or the other of those two events may happen to take place, 
is of very little importance to the real wealth and prosperity of the 
world, to the real value of the annual produce of the land and labour 
of mankind. Its nominal value, the quantity of gold and silver by 
which this annual produce could be expressed or represented, would, 
no doubt, be very different; but its real value, the real quantity of 
labour which it could purchase or command, would be precisely 
the same. A shiUing might in the one case represent no more labour 
tlian a penny does at present; and a penny in the other might repre- 
sent as much as a shil^g docs now. But in the one case he who had 
a shilling in his pocket, would be no richer than he who has a penny 
at present; and in the other he who had a penny would be Just as 
rich as he who has a shilling now. The cheapness and abimdance of 
gold and silver plate, would be the sole advantage which the world 
could derive from the one event, and the dearness and scarcity of 
those triding superfluities the only inconvcniency it could suffer 
from the other. 


Conclusion of the Digression concerning the Variations in the Value of 

Silper 

The high i’ahtt of The greater part of die writers who have collected 
the precUmt metab money prices of things in ancient times, seem to 

have considered the low money price of com, Md 
borim, of goods in general, or, in other words, the h%h 

value of gold and diver, as a proof, not only of the scarcity of those 
metab, but of the poverty and barbarism of the country at the time 
when it took place. This notion b connected widi the systraa of 
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political occonomy which represents national wealth as consisting in 
the abundance, and national poverty in the scarcity, of gold and 
silver; a system wliich I shall endeavour to explain and examine at 
great length in the fourth book of this enquiry. I shall only observe 
at present, that the high value of the precious metals can be no proof 
of the poverty or barbarism of any particular country at the time 
when it took place. It is a proof only of the barrenness of the mines 
which happened at that time to supply the commercial world. A\ 
poor country, as it cannot afford to buy more, so it can as little 
afford to pay dearer for gold and silver than a rich one; and the 
value of those metals, therefore, is not likely to be higher in the 
former than in the latter. In China, a country much richer than any 
part of Europe,^ the value of the precious metals is much higher 
than in any part of Europe. As the wealth of Europe, indeed, has 
increased greatly since the discovery of the mines of America, so the 
value of gold and silver has gradually diminished. This diminution 
of their value, however, has not been owing to the increase of the 
real wealth of Europe, of the annual produce of its land and labour, 
but to the accident^ discovery of more abundant mines than any 
that were known before. The increase of the quantity of gold and 
silver in Europe, and the increase of its manufactures and agricul- 
ture, arc two events which, though they have happened nearly 
about the same time, yet have arisen from very different causes, 
and have scarce any natural connection with one another. The one 
has arisen from a mere accident, in which neither prudence nor 
policy cither had or could have any share: The other from the fall 
of the feudal system, and from the establishment of a government 
which afforded to industry the only encouragement which it 
requires, some tolerable security that it shall enjoy the fruits of its 
own labour. Poland, where the feudal system still continues fsu^takc 
place, is at this day as beggarly a country as it was before the dis- 
covery of America. The money price of com, however, has risen; 
the real value of the precious metals has frdlen in Poland, in the same 
manner as in other parts of Europe. Their quantity, therefore, must 
have increased there as in other places, and nearly in the same pro- 
portion to the annual produce of its land and labour. Tins increase 
of the quantity of those metals, however, has not, it seems, in- 
aeased that annual produce, has neither improved the manufactures 
and agriculture of the country, nor numded the circumstances of its 
* [Tbc tanie words occur above, p. no.} 
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inhabitants. Spain and Portugal, the countries which possess the 
mines, are, after Poland, perhaps, the two most beggarly countries 
in Europe. The value of the precious metais, however, must be 
lower in Spain and Portugal than in any other part of Europe; as 
they come from those countries to all other parts of Europe, loaded, 
not only with a freight and an insurance, but with the expence of 
smuggling, their exportation being either prohibited, or subjected 
to a duty. In proportion to the annual produce of the land and 
labour, therefore, their quantity must be greater in those countries 
than in any other part of Europe: Those countries, however, are 
poorer than the greater part of Europe. Though the feudal sustem 
has been abolished in Spain and Portugal, it has not been succeeded 
by a much better. 

As the low value of gold and silver, therefore, is no proof of the 
wealth and flourishing state of the country where it takes place; so 
neither is their high value, or the low money price either of goods 
in general, or of com in particular, any proof of its poverty and 
barbarism. 

hut the hw price But though the low money price cither of goods in 

com in particular, be no proof of the 
proof of poverty or poverty or barbarism of the times, the low money 
barbarism. pricc of soiiic particular sorts of goods, such as 

cattle, poultry, game of all kinds, in proportion to that of com, 

is a most decisive one. It clearly demonstrates, first, their great 
abundance in proportion to that of com, and consequently the 
great extent of the land which they occupied in proportion to what 
was occupied by com; and, secondly, the low value of this land in 
proportion to that of corn land, and consequently the uncultivated 
and unimproved state of the far greater part of the lands of the 
country. It clearly demonstrates that the stock and population of 
the country did not bear the same proportion to the extent of its 
territory, which they commonly do in civUized coimtries, and that 
society was at that time, and in that country, but in its infancy. 
From the high or low money pricc either of goods in general, or of 
com in particular, we can infer only that the mines which at that 
time liappcned to supply the commercial world with gold and silver, 
were fer^e or barren, not that the country was ridi or poor. But 
from the high or low money price of some sorts of goods in proper- 
tion to that of others, we can infer, with a degree of probability 
^ [Ed. X docs not contain 
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that approaches almost to certainty, that it was rich or poor, that the 
greater part of its lands were improved or unimproved, and that it 
was either in a more or less barbarous state, or in a more or less 
civilized one. 

A rise ofpnce due Any risc in the money price of goods which pro- 
ettitrely to cccdcd altogether from the degradation of the 

would affect all value ot silver, would aftcct all sorts of goods 
equally, and raise their price universally a third, oV 
much less than other R fourth, or a fifth part higher, according as silver 
provisions, happened to lose a tJiird, or a fourth, or a fifth part 

of its former value. ^ But the rise in the price of provisions, which 
has been the subject of so much reasoning and conversation, does 
not affect all sorts of provisions equally. Taking the course of the 
present century at an average, the price of com, it is acknowledged, 
even by those who account for this risc by the degradation of the 
value of silver, has risen much less than that of some other sorts of 
provisions. The rise in the price of those other sorts of provisions, 
therefore, cannot be owing altogether to the degradation of the 
value of silver. Some other causes must be taken into the account, 
and those which have been above assigned, will, perhaps, without 
havii^ recourse to the supposed degradation of the value of silver, 
suflficicntly explain this rise in those particular sorts of provisions 
of which the price has actually risen in proportion to that of 
com, 

and has indeed As to the price of com itself, it has, during the sixty- 

hwJ^^s7ot-64 present century, and before 

than in 1637-^700 thc latc extraordinary course of bad seasons, been 
somewhat lower than it was during thc sixty-four last years of thc 
preceding coitury. This fact is attested, not only by thc accounts of 
Windsor market,* but by thc public fiars* of all thc different 
counties of Scotland, and by thc accounts "of several different 
markets in France, which have been collected with great diligence 
and fiddity by Mr. Mcssancc,^ and by Mr. Dupri dc St. Maur.* Thc 
evidence is more complete than could well have been expeacd in a 
matter which is naturally so very difficult to be ascertained. 

^ [The arithmetic is slightly at fault. It should be, *happcned to lose a fourth, 'a fifth, 
ora sixth part of its former value*.] 

» (Below, pp. 184. 285.] 

• [Above, p. 85.] 

^ {Racherches sur la PopulaHan, pp. 293-104.] 

* sur les monnmes ou reflexions sur le rapport entre V argent et les denrdis, 174^* 
p. 181 of the *Vadatioiis dans les prix*.] 
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white its recent As to the high pricc of com during these last ten or 

twclvc years, it can be sufficiently accounted for 

seasons. from the badness of the seasons, without supposing 

any degradation in the value of silver. 

The opinion, therefore, that silver is continually sinking in its 

value, seems not to be founded upon any good observations, cither 

upon the prices of com, or upon those of other provisions. 

The distinction be- The same quantity of silver, it may, perhaps, be 

tween a rise of present times, even according to 

pnccs and a Jail in , i . , i i i i 

the value of silver the account which has been here given, purchase 

is not useless: ^ much smaller quantity of several sorts of provi- 

sions than it would have done during some part of the last century; 
and to ascertain whether this change be owing to a rise in the value 
of those goods, or to a fall in the value of silver, is only to establish 
a vain and useless distinction, which can be of no sort of service to the 
man who has only a certain quantity of silver to go to market with, 
or a certain fixed revenue in money. I certainly do not pretend that 
the knowledge of this distinction will enable him to buy cheaper. 

It may not, however, upon that account be altogether useless. 
it affords an easy It may bc of some usc to the public by affording 
P^^'tytfiL^eem^ “ proof of the prosperous condition of the 
try, country. If the rise in the price of some sorts of 

provisions be owing altogether to a fall in the value of silver, it is 
owing to a circumstance firom which nothing can be inferred but 
the fertility of the American mines. The real wealth of the country, 
the annual produce of its land and labour, may, notwithstandmg 
this circumstance, bc either gradually declining, as in Portugal and 
Poland; or gradually advancing, as in most other parts of Europe. 
But if this rise in the price of some sorts of provisions bc owing to a 
rise in the real value of the land which produces them, to its in- 
creased fertility; or, in consequence of more extended improvement 
and good cultivation, to its having been rendered fit for producing 
corn; it is owing to a circumstance which indicates in the clearest 
manner the prosperous and advancing state of the country. The 
land constitutes by far the greatest, the most important, and the 
most durable part of the wealth of every extensive country. It may 
surely be of some usc, or, at least, it may give some satisfaction to 
the Public, to have so decisive a proof of the increasing value of by 
far the greatest, the most important, and die most durable part of 
its wealth* 
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and may be of use in It may too be of some use to the Public in regu- 
o/thefnferhr^^^ lating the pecuniary reward of some of its inferior 
vants of the state, servants. If this rise in the price of some sorts of 
provisions be owing to a fall in the value of silver, their pecuniary 
reward, provided it was not too large before, ought certainly to be 
augmented in proportion to the extent of this fall. If it is nit 
augmented, their real recompence will evidendy be so mudjh 
diminished. But if this rise of price is owing to the increased valu4 
in consequence of the improved fertility of the land which produced 
such provisions, it becomes a much nicer matter to judge either in 
what proportion any pecuniary reward ought to be augmented, or 
whether it ought to be augmented at all. The extension of improve- 
ment and cultivation, as it necessarily raises more or less, in propor- 
tion to the price of com, that of every sort of animal food, so it 
as necessarily lowers that of, I believe, every sort of vegetable food. 
It raises the price of animal food; because a great part of the land 
which produces it, being rendered fit for producing com, must 
afford to the landlord and farmer the rent and profit of com land. 
It lowers the price of vegetable food; because, by increasing the 
fertility of the land, it increases its abundance. The improvements 
of agriculture too introduce many sorts of vegetable food, which, 
requiring less land and not more labour than com, come much 
cheaper to market. Such arc potatoes and maize, or what is called 
Indian com, the two most important improvements which the agri- 
culture of Europe, perhaps, which Europe itself, has received from 
the great extension of its commerce and navigation. Many sorts of 
vegetable food, besides, which in the rude state of agriculture arc 
confined to the kitchen-garden, and raised only by the spade, come 
in its improved state to be introduced into common fields, and to 
be raised by the plough: such as turnips, carrots, cabbages, ^&c. If 
in the progress of improvement, therefore, the real price of one 
species of food necessary rises, that of another as necessarily falls, 
and it becomes a matter of more nicety to judge how far the rise in 
the one may be compensated by the fall in the other. When the 
real price of butchcr’s-meat has once got to its height (which, with 
regard to every sort, except, perhaps, that of hogs flesh, it seems to 
have done through a great part of England more than a century 
ago), any rise which can afterwards happen in that of any other sort 
of animal food, cannot much affect the circumstances of the inferior 
ranks of people. The circumstances of the poor through a great part 
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of England cannot surely be so much distressed by any rise in the 
price of poultry, fish, wild-fowl, or venison, as they must be 
relieved by the fall in that of potatoes. 

The poor are more In the present season of scarcity the high price of 
fidaUh^o/somT^^'^ doubt distresses the poor. But in times of 

manufactures than moderate plenty, when corn is at its ordinary or 
average price, the natural rise in the price of any 
than com. . Other sort of rude produce cannot much affect 

them. They suffer more, perhaps, by the artificial rise which has 
been occasioned by taxes in the price of some manufactured 
commodities; as of salt, soap, leather, candles, malt, beer, and ale, 
&c. 


Effects of the Progress of Improvement upon the real Price of 
Manufactures 

But the natural It is the natural effect of improvement, however, to 

effect of improve- diminish gradually the real price of almost all 

ment ts to dumnish r r \ r • 1 

the price of manufac- manutacturcs. That ot the manuiacturmg work- 

manship diminishes, perhaps, in all of them with- 
out exception. In consequence of better machinery, of greater 
dexterity, and of a more proper division and distribution of work, 
all of which are the naturd effects of improvement, a much smaller 
quantity of labour becomes requisite for executing any particular 
piece of work; and though, in consequence of the flourishing cir- 
cumstances of the society, the real price of labour should rise very 
considerably, yet the great diminution of the quantity will generally 
much more than compensate the greatest rise which can happen in 
the price. ^ 

lnafe^,n«u,f0c. Thcrc arc, indeed, a few manufactures in whi^ 
lures the rise in the the necessary rise in the real price oi the rude 

pria of taw material will more than compensate all the advan- 

iounter-baUmcts . * • j • 

improvement in tagcs which improvement can mtroaucc into tne 

execution, ^ cxccution of the work. In carpenters and joiners 

work, and in the coarser sort of cabinet work, the necessary rise in 

the real price of barren timber, in consequence of the improvement 

of land, will more than compensate all the advantages which can 

be derived firom the best machinery, the greatest dexterity, and the 

most proper division and distribution of work. 

» [Above, p. 97*1 
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But in all cases in which the real price of the rude 
materials either does not rise at all, or does not rise 
very much, that of the manufactured commodity 
sinks very considerably. 

Since 1600 this has This diminution of price has, in the course of the 

been most remark- present and preceding century, been most remark! 
able tn manufactures , , . 1 ^ r 1 • 1 1 • 1 

made of the coarser able m those manufactures of which the material^ 

are the coarser metals. A better movement of a!* 
watch, than about the middle of the last century could have been 
bought for twenty pounds, may now perhaps be had for twenty 
shillings. In the work of cutlers and locksmiths, in all the toys^ 
which are made of the coarser metals, and in all those goods which 
are commonly known by the name of Birmingham and Sheffield 
ware, there has been, during the same period, a very great reduction 
of price, though not altogether so great as in watch-work. It has, 
however, been sufficient to astonish the workmen of every other 
part of Europe, who in many cases acknowledge that they can pro- 
duce no work of equal goodness for double, or even for triple the 
price. There arc perhaps no manufactures in which the division of 
labour can be carried further, or in which the machinery employed 
admits of a greater variety of improvements, than those of which 
the materials are the coarser metals. 

Clothing has not clothing manufacture there has, during the 

fallen much in the same period, bccn no such sensible reduction of 
same period, price. The price of superfine cloth, I have been 
assured, on the contrary, has, within these fivc-and-twenty or thirty 
years, risen somewhat in proportion to its quality; owing, it was 
said, to a considerable rise in the price of the material, which con- 
sists altogether of Spanish wool. Tlut of the Yorkshire cloth, which 
is made altogether of English wool, is said indeed, during the course 
of the present century, to have fallen a good deal in proportion to 
its quality. Quality, however, is so very disputable a nutter, that I 
look upon all information of this kind as somewhat imcertain. In 
the clothing manufacture, the division of labour is nearly the same 
now as it was a century ago, and the machinery employed is not 
very different. There may, however, have been some small improve- 
ments in both, which may have occasioned some reduction of 
price. 


* [Uaures, pp. 159, 164 ] 
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but very consider^- reduction will appear much more sensible 

ably since the and undeniable, if we compare the price of this 

fifteenth century. manofacture in the present times with what it was 
in a much remoter period, towards the end of the fifteenth century, 
when the labour was probably much less subdivided, and the 
machinery employed much more imperfect, than it is at present. 

Fine cloth has fallen ^ 4 ^ 7 . being the 4th of Henry VII.* it was enacted, 

to less than one^third that ‘whosoever shall sell by retail a broad yard of 
of Its price m 1487, finest scarlet grained, or of other grained cloth 

of the finest making, above sixteen sliillings, shall forfeit forty 
shillings for every yard so sold.’ Sixteen shillings, therefore, con- 
taining about the same quantity of silver as four-and-twenty 
shillings of our present money, was, at that time, reckoned not an 
unreasonable price for a yard of the finest cloth; and as this is a 
sumptuary law, such cloth, it is probable, had usually been sold 
somewhat dearer. A guinea may be reckoned the highest price in 
the present times. Even though the quality of the cloths, therefore, 
should be supposed equal, and that of the present times is most 
probably much superior, yet, even upon this supposition, the money 
price of the finest cloth appears to have been considerably reduced 
since die end of the fifteenth century. But its real price has been 
much more reduced. Six shillings and eight-pence was then, and 
long afterwards, reckoned the average price of a quarter of wheat. 
Sixteen shilUngs, therefore, was the price of two quarters and more 
than three bushels of w^hcat. Valuing a quarter of wheat in the 
present times at cight-and-twenty shillings, the real price of a yard 
of fine cloth must, in those times, have been equal to at least three 
pounds dx shillings and sixpence of our present money. The man 
who bought it must liave parted with the command of a quantity 
of labour and subsistence equal to what that sum would purchase 
in the present times, 

and coarse cloth has The rcducdon in the real price of the coarse manu- 
facturc, though considerable, has not been so great 
If* iibj* as in that of fine. 

In 1463, b eing the 3d of Edward IV,* it was enacted, that no 
servant in husbandry, nor common labourer, nor servant to any 
artificer inhabiting out of a city or burgh, shall use or wear in their 

* (E4. 1 docs not contam *but*.] * * M . 

• (C. 5. The quotations from this Act and from 4 Hen. VII., c. 8, are not quite iw- 

batim.} 
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clothing any cloth above two shillings the broad yard/ In the 3d of 
Edward IV. two shillings contained very nearly the same quantity 
of silver as four of our present money. But the Yorkshire cloth 
which is now sold at four shillings the yard, is probably much 
superior to any that was then made for the wearing of the very 
poorest order of common servants. Even the money price of their 
clothing, therefore, may, in proportion to the quality, be somewhat 
cheaper in the present than it was in those ancient times. The resd 
price is certainly a good deal cheaper. Ten-pence was then reckoned 
what is called the moderate and reasonable price of a bushel of 
wheat. Two shillings, therefore, was the price of two bushels and 
near two pecks of wheat, which in the present times, at three 
shillings and sixpence the bushel, would be worth eight shillings 
and nine-pence. For a yard of this cloth the poor servant must have 
parted with the power of purchasing a quantity of subsistence equal 
to what eight shillings and nine-pence would purchase in the present 
times. This is a sumptuary law too, restraining the luxury and 
extravagance of the poor. Their clothing, tlicrcfore, had commonly 
been much more expensive. 

Hose have fallen ®^dcr of people arc, by the same law, 

v^ considerably prohibited from wearing hose, of which the price 
Since 1463, should excccd fourteen-pence the pair, equal to 

about eight-and-twenty pence of our present money. But fourteen- 
pence was in those times the price of a bushel and near two pecks 
of wheat; which, in the present times, at three and sixpence the 
bushel, would cost five shillings and three-pence. We should in the 
present times consider this as a very high price for a pair of stockings 
to a servant of the poorest and lowest order. He must, however, in 
those times have paid what was really equivalent to this price for 
them. 


when they were Edward IV. the art of knitting 

made of common stockings was probably not known in any part of 

Europe. Their hose were made of common cloth, 
which may have been one of die causes of their dearness. The 
first person that wore stockings in England is said to liave been 
Queen Elizabeth. She received them as a present from the Spanish 
ambassador.^ 


^ l*Dr. Howdl in his History of th§ World, voL ii., p. aaa, rdatcf **that Quwn Eh»- 
bcih, iu this third year of her reign, was presented with a pair of blade knit silk stock- 
ings by her silk woman, Mrs. Mountague, and thenceforth ^ never wore dods on^ 
any more.*' This eminent author adds “that King Henry VH!,, that magniheent and 


The machinery for 
making cloth has 
been much im^ 
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Both in the coarse and in the fine woollen manu- 
facture, the machinery employed was much more 
imperfect in those ancient, thati it is in the present 
times. It has since received three very capital improvements, besides, 
probably, many smaller ones of which it may be difficult to ascer- 
tain cither the number or the importance. The three capital 
improvements arc: first. The exchange of the rock and spindle for 
the spinning-wheel, which, with the same quantity of labour, will 
perform more than double the quantity of work. Secondly, the use 
of several very ingenious machines which facilitate and abridge in 
a still greater proportion the winding of the worsted and woollen 
yam, or the proper arrangement of the warp and woof before they 
arc put into the loom; an operation which, previous to the inven- 
tions of those machines, must have been extremely tedious and 
troublesome. Thirdly, The employment of the fulling mill for 
thickening the doth, instead of treading it in water. Neither wind 
nor water mills of any kind were known in England so early as 
the beginning of the sixteenth century, nor, so far as I know, in 
any other part of Europe north of the Alps. They had been intro- 
duced into Italy some time before. 

which explains the The consideration of these circumstances may, per- 
fall of price. haps, in some measure explain to us why the real 

price both of the coarse and of the fine manufacture, was so much 
higher in those ancient, than it is in the present times. It cost a 
greater quantity of laboin to bring the goods to market. When 
they were brought thither, therefore, they must have purchased or 
exchanged for the price of a greater quantity. 

The coarse manu- coarse manufacture probably was, in those 

facture was a house- andent times, carried on in England, in the same 
holdotte, manner as it always has been in countries where 

arts and manufaaurcs arc in their infimey. It was probably a hous- 
hold manufacture, in which every different part of the work was 
occasionally performed by all the different members of almost 


expensive Ptince, wore ordinarily doth hose, except there came firom Spam, by 
chance, a pair of silk stockings; for Spain very early abounded in silk. His son, Kii^ 
Edward VI., was presented with a pair of long Spamsh silk stockings by his merdiant. 
Sir Thomas Gresham, and die present was tl^ mudt taken notice of.’* Thus it is plain 
that the invention of knit ntk stockings originally came from Spain. Others relate that 
one William Rider, an apprentice on London Bridge, seeing at dsc house of an Italbm 
nicrchant a pair of knit worsted stockings from Mantua* made with great ddll a pair 
exactly like them, whkh he presented in the year is^4 to William Earl of Pembroke, 
and were die hrst.of that kind worn in England/ — Adam Anderson, HistorUdl and 
Oironotogical DeducHm ofdut Origin of Commerce^ 1764, a.p. 

W N, I-L 
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every private £unily; but so as to be their work only when they 
had nothing else to do, and not to be the principal business from 
which any of them derived the greater part of their subsistence. The 
work which is performed in this manner, it has already been 
observed,^ comes always much cheaper to market than that which 
is the principal or sole fund of the workman’s subsistence. The fiiM 
tmt the fine was manufacture, on the other hand, was not in diose 

canitdoninPUmiers times Carried on in England, but in the rich and 
commercial country of Flanders; and it was prob- 
subject to customs ably conducted then, in the same manner as now, 
by people who derived the whole, or the principal 
part of their subsistence from it. It was besides a foreign manu- 
facture, and must have paid some duty, the ancient custom of 
tonnage and poimdi^e at least, to the king. This duty, indeed, 
would not probably be very great. It was not then the policy of 
Europe to restrain, by high dudes, the importation of foreign 
manufactures, but radier to encourage it, in order that merchants 
might be enabled to supply, at as easy a rate as possible, the great 
men with the conveniencics and luxuries which they wanted, and 
which the industry of their own country could not afford them. 
which expMtts why The consideration of these circumstances may per- 

the coarse wM in Jj^pj jjj some measure explain to us why, in those 

those tmes lower m * , . , , ' . - , 

proportion to the anaent tunes, the real price or the coarse manu- 

faaure was, in proportion to that of the fine, so 

much lower than in the present times. 

* [Above, pp. 130, 131*] 
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CONCLUSION of the CHAPTER 

Euery improuement * Conclude this very long chapter with observe 
in the circumstances ing^ that every improvement in the circumstances 
of society ratses rent, society tends either directly or indirectly to 

raise the real rent of land, to increase the real wealth of the landlord, 
liis power of purchasing the labour, or the produce of the labour 
of other people. 

Extension of im- The extension of improvement and cultivation 

tends to raise it directly. The landlord’s share of 
directly^ the producc necessarily increases with the increase 

of the produce. 

Ww Joes the rise That rise in the real price of those parts of the rude 
in the price of cattle, produce of land, which is first the effect of extended 
improvement and cultivation, and afterwards the 
cause of their being still further extended, the rise in the price of 
cattle, for example, tends too to raise the rent of land directly, and 
in a still greater proportion. The real value of the landlord’s share, 
his real command of the labour of other people, not only rises with 
the real value of the producc, but the proportion of his share to the 
whole producc rises with it. That produce, after the rise in its real 
price, requires no more labour to collect it than before. A smaller 
proportion of it will, therefore, be sufficient to replace, with the 
ordinary profit, the stock which employs that labour. A greater 
proportion of it must, consequently, belong to the landlord.® 
improuemetus which All thosc improvements in the productive powers 
reduce the price of £ labour, which tend dircedy to reduce the real 
indtrectly, pricc of manufactures, tend indirectly to raise the 

real rent of land. The landlord exchanges that part of his rude 
producc, which is over and above his own consumption, or what 
comes to the same dung, the price of that part of it, for manu- 
factured produce. Whatever reduces the real price of the latter, 
raises that of the former. An equal quantity of the former becomes 
thereby equivalent to a greater quantity of the latter, and the land- 
lord is enabled to purchase a greater quantity of the conveniendes, 
ornaments, or luxuries, which he has occasion for. ^ 

» {Towtitli tins mi of chapter x. the same words occur, omitting ‘very’.} 

• IT1» t^posite of this is stated on p. 355 below.] 
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and so does every Every increase in the real wealth of the society, 

^ofusefalk^r'^ every increase in the quantity of useful labour 
ployed, employed within it, tends indirectly to raise the real 

rent of land- A certain proportion of this labour naturally goes to 
the land. A greater number of men and cattle arc employed in its 
cultivation, the produce increases with the increase of the stoqk 
which is thus employed in raising it, and the rent increases with tl^ 
produce. ' 

The contrary dr- contrary circumstanccs, the neglect of cultiva-* 

cumstances lower tioii and improvement, the fall in the real price of 
any part of the rude produce of land, the rise in the 
real price of manufactures from the decay of manufacturing art and 
industry, the declension of the real wealth of the society, all tend, 
on the other hand, to lower the real rent of land, to reduce the real 
wealth of the landlord, to diminish his power of purchasing cither 
the labour, or the produce of the labour of other people. 

There are three parts The w'holc annual produce of the land and labour 
country, or what comes to the same thing, 
sodety. the wholc price of that annual produce, naturally 

divides itself, it has already been observed,* into three parts; the 
rent of land, the wages of labour, and the profits of stock; and con- 
stitutes a revenue to three different orders of people; to those who 
live by rent, to those who hve by wages, and to those who live by 
profit. These are the three great, original and constituent orders of 
every civilized society, from whose revenue that of every other 
order is ultimately derived. 

The interest of the first of those three great 
orders, it appears from what has been just now said, 
is strictly and inseparably connected with the 
general interest of the society. Whatever either 
promotes or obstructs the one, necessarily promotes 
or obstructs the other. When the pubhc deliberates concerning any 
regulation of commerce or police, the proprietors of land never 
can mislead it. with a view to promote the interest of their own 
particular order; at least, if they have any tolerable knowledge of 
diat interest. They arc, indeed, too often defective in this tolerable 
knowledge. They arc the only one of the three orders whose 
revenue cosft them neither labour nor care, but comes to diem, 
as it were, of its own accord, and independ^it of any plan or pro- 

* [Above, p. ,«.] 


The interest of the 
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inseparably con- 
rtected with the 
general interest of 
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ject of their own. That indolence, which is the natural effect of the 
ease and security of their situation, renders them too often, not only 
ignorant, but incapable of that application of mind which is neces- 
sary in order to foresee and understand the consequences of any 
public regulation. 

also is that of ^lic interest of die second order, that of those who 
those who live by live by wages, is as striedy comiected with the 
” interest of the society as that of the first. The wages 

of the labourer, it has already been shewn, ^ are never so high as 
when the demand for labour is continually rising, or when the 
quantity employed is every year increasing considerably. When 
this real wealth of the society becomes stationary, his wages are 
soon reduced to what is barely enough to enable liim to bring up a 
family, or to continue the race of labourers. When the society 
declines, they fall even below this. The order of proprietors may, 
perhaps, gain more by the prosperity of the society, than that of 
laboiurcrs: but there is no order that suffers so cruelly from its 
decline. But though the interest of the labourer is striedy con- 
nected with that of the society, he is incapable either of compre- 
hending that interest, or of understanding its connexion with his 
own. His condition leaves him no time to receive the necessary 
information, and his education and habits are commonly such as 
to render him unfit to judge even though he was fully informed. 
In the public deliberations, therefore, his voice is litde heard and 
less regarded, except upon some particular occasions, when his 
clamour is animated, set on, and supported by his employers, not 
for his, but their own particular purposes. 

hut the interest of employers constitute the third order, that of 

‘ ‘ those who live by profit. It is the stock that is 

employed for the sake of profit, which puts into 
motion the greater part of the useful labour of 
every society. The plans and projects of the 
employers of stock regulate and direct all the most important 
operations of labour, and profit is the end proposed by all those 
plans and projects. But the rate of profit docs not, like rent and 
wages, rise with the prosperity, and fall with the declension, of the 
society. On the contrary, it is naturally low in rich, and high in 
poor countries, and it is always highest in the countries which are 
going fiistest to ruin. The interest of this third order, therefore, has 
1 [Above, pp. 78 ‘‘79-1 
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not the same connexion with the general interest of the society as 
that of the other two. Merchants and master manufacturers are, in 
this order, the two classes of people who commonly employ the 
largest capitals, and who by thdr wealth draw to themsdves the 
greatest share of the public consideration. As during their whole 
Uves they are eng^ed in plans and projects, they have frequentjy 
more acuteness of understanding than the greater part of countiW 
gentlemen. As their thoughts, however, are commonly exerciser 
rather about the interest of their own particular branch of businessi 
than about that of the society, their judgment, even when given 
with die greatest candour (which it has not been upon every 
occasion), is much more to be depended upon with regard to the 
former of those two objects, than with regard to the latter. Their 
superiority over the country gendeman is, not so much in their 
knowledge of the public interest, as in their having a better know- 
ledge of their own interest than he has of his. It is by this superior 
knowledge of their own interest that they have ffequendy imposed 
upon his generosity, and persuaded him to give up both his own 
interest and that of the pubUc, from a very simple but honest con- 
viction, that their interest, and not his, was the interest of the pubhe. 
The interest of the dealers, however, in any particular branch of 
trade or manufactures, is always in some respects different from, and 
even opposite to, that of the public. To widen the market and to 
narrow the competition, is always the interest of the dealers. To 
widen the market may frequendy be ^eeable enough to the 
interest of the public; but to narrow the competition must always 
be against it, and can serve only to enable the dealers, by raising 
their profits above what they naturally would be, to levy, for their 
own benefit, an absurd tax upon the rest of their fellow-dtizens. 
The proposal of any new law or regulation of commerce which 
comes from this order, ought always to be listened to with great pre- 
caution, and ought never to be adopted till after having been long 
and carefully examined, not only with die most scrupulous, but 
with die most su^idous attention. It comes from an order of men, 
whose interest is never exaedy the same with diat of the public, 
who have generally an interest to deceive and even to oppress the 
public, and who accordingly have, upon many occasions, both 
deceived and oppressed it. 
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Yean 

XH 


Price of the Quarter of ! 
Wheat each Year.^ t 


Average of the 
different Prices of the 
same Year 


The Average Price of 
each Year in Money 
of the present Times.* 


! 


1202 


1205 


1223 

1237 

1243 

1244 

1246 

1247 

1257 


1258 


1270 


1286 


i i. i 


— 12 — 



— 12 — 


— 3 4 
2 

— 2 — 


— 16 — 
13 4 

t 4 — 



L s. d. 

- 13 5 


- 17 - 
5 12 — 


— 94 


L s. d. 

1 16 — 

2 - 3 

1 l6 — 
^ 10 ^ 
— 6 — 

6 — 

2 8 ~ 

2 

3 12 - 

2 II — 

16 16 — 


Total, 35 9 3 


Average Price, 2 19 i J 


* (As is explained above, p. 206, the prices from 1202 to r 597 arc collected from Fleet- 
wood {Chronkm Preciosum^ 1707, pp, 77-124), and from 1598 to 1601 they arc from 
the Eton College account without any reduction for the size of the Windsor quarter or 
the quality of the wheat, and consequently identiaJ with those given in the table on p. 
284 below, as to which see note,] 

* [In the reduction of the ancient money to the eighteenth century standard the table 
in Martin Polkcs (Table of English Silver Coins, I 745 t P- U2) appears to have been fol- 
lowed. Approximate figures arc aimed at (c.^., the factor 3 docs duty both for 2*906 
and 2*871), and the error is not always uniform, c.jf., between 1464 and 1497 some of 
the sums appear to have been multiplied by the approximate and others by the exact 
^ 55 .) 
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Years 

xn. 


1287 


1288 


1289 j 

1290 j 
1294 I 
1302 j 
1309 j 

1315 I 

! 

I 

1316 I 


1317 


1336 

1338 


Price of the Quarter of 
Wheat each Year 


£ s. d. 

— 3 4 

^ 8 

— I 4 

— I 6 
— I 8 

— 2 — 

— 3 4 

— 94 

‘ — 12 — 

— 6 — 

10 8 

^ I , 

- 16 —3 

- 16 — 

- 4 — 

- 7 2 

I 10 — 

1 12 — 

2 

f 2 4 

14 — 

2 13 

4 

6 8J 

— 2 — 

— 3 4 


Average of the 
different Ibices of the 
same Year. 


£ s. d. 


- 3 -i^ 


— 10 if 


1 10 6 


X 19 6 


The Average Price of 
each Year in Money 
of the present Times. 


! 


£ s. d. 
— 10 — 


9 -I 


I 10 4f® 

28 — 
28 — 
^ 12 — 

I I 6 

4 II 6 


5 18 6 

— 6 ^ 

— 10 — 


Total* 23 4 nJr- 


Average Price, i 18 8 


^ {This should be 2 $, 7|d. The mistake it evidently due to the 3s. 4d. belonging to the 
year 1287 having been erroneously added im] 

^ [Sic in all editions. More convenient to unptaaised eye in adding «q> than*!’ ] 
« rA^ fometinw xxs. as H. KnightonZ-^Bcctwood, Chmiicm Pteriemm, p. 82.) 
* [Miscopied: it is £z ijs. ad. in Fleetwood, ep. df., p. 92.] 
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Years 

XII. 

Price of the Quarter of 
Wheat each Year. 

Average of the 
different Ibices of the * 
same Year. 1 

i 

The average Price of 
each Year in Money 
of the present Times. 


1 S. d. 

£ d. 

1 s. d. 

1339 1 

— 9 — 

— 

I 7 — 

1349 1 

— 2 — 

— 

— 5 2 

1359 

1 6 8 


322 

1361 

I 2 — 


— 4 8 

1363 

— 15 — 

! 

! I 15 — 

1369 1 

i i 

[I — 1 
Li 4 — j 

\ \ 

1 

12 — 

2 9 41 

1379 ! 

1 — 4 — i 

— 

! — 9 4 

1387 

1 - 2 - ! 

1 

' — 4 8 


1 

r-13 4 

1 

1 

i 

1390 


14 - 

i 

i — 14 5 

I 13 7 


I 1 

[—16—1 

1 I 

1 

1 


1401 

' I 6 — 

! 

I 17 4 

1407 ; \ 

r- 4 

L — 1 4 J 


1 

3 

— 8 11 

1416 

— 16 — 

1 

I 12 — 



Total, 15 9 4 



Average Price, i 5 9J 

1 

1 

1 s- <!• 


£ s. d. 

1423 j 

j — 8 — 

1 

16 •— 

1425 i 

— 4 — 

; 

— 8 — 

1434 ' 

168 

— 

2 13 4 

1435 j 

— 5 4 

r' » 

1 

— 10 8 

1439 j ^ 

r I — \ 

L I 6 8/ 

X 3 4 

268 

1440 


I 4 — 

— 

2 8 — 

1444 


1 *} 

— 4 2 

- 8 4 



^ — 4 — J 



1445 

- 4 6 

— 

— 9 — 

1447 

— 8 — 

— 

— 16 — 

1448 

---6 8 

— 

— 13 4 

1449 

— 5 

— 

-10- 

U 5 * 

— 8 — 

— 

— 


Total, 12 15 4 
Average Price, i i 


t [Obvioudy a miatake for ns. 4^.] 
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Years 

XII. 

' Price of the Quarter of* 

' Wheat each year. , 

Average of the 
diSerent Prices of the 
same Year. 

; The average Price of 
j each Year in Money 

I of the present Times. 


£ 

s. 

d. 

S. d. 

£ a. 

1453 

i — 

5 

4 

1 

— 10 8 

1455 

i — 

I 

2 

1 

— 2 4 j 

HS 7 

1 — 

7 

8 

— 

1 — 15 4 \ 

1459 

1 — 

5 

— 

— 

— 10 — \ 

1460 


8 

2 


— 

1 16 — ’• 

1463 

■ I- 

I 

sl 

I 10 

^ 3 8 

1464 


6 

8 

— 

— 10 — 

i486 

I 

4 

— 

— 

I 17 — 

1491 

— 

14 

8 

— 

12 — 

1494 

— 

4 

— 

— 

~ 6 — 

1495 

— 

3 

4 



— 5 — 

X 497 

, I 

~ 

— 

~~ 

I 11 — 


Total, 89 — 


Average Price, — 14 i 


1499 ' 
1504 , 

1521 ; 


1553 

1554 

1555 


i 


1556 


1557 i 


1558 

J 559 

15<5 o 


£ s. a. 

— 5 ^ 

— 8 

— 8 -- 
— 8 — 

-- 8 — 



— 8 — 

— - 8 — 

— 8 — 


£ s. a. 


— 17 

i 


X s. d. 
-- 6 — 
~~ 8 6 
X 10 — 

— 2 

8 

— 8 — 
--- 8 — 
— 8 — 


- 17 ^8| 


8 — 
8 -- 
$ — 


Total, 6 o aij 


Average Price, — 10 

> [This should be 175. 7d. here and in the next column* Eds. x and 2 read *12$, 7d-*» 
a mistake of >^1 having been made in the addition.] 

* [This should obviously be los. jftpi. Eds. 1 and 2 read *£6 $s. id.’ for the total mo 
*ios. sd* for the average, in consequence of the mistake maithmed in the preceding 
note.J 
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Years 

XIL 

Price of the Quarter of . . 

Wheat eaA Year. different Pn^ of the 

same Year. 

: 1 

The average Price of 
each Year in Money 
of the present Times. 


x; s- ^ 1 )C s- d- i 

[ jC s- i 

1561 

— — 8 ' — j —— — — ! 

1 — 8 — 

1562 

1 / 2 16 — ! 

1 - 8 - 

1 

1574 

\ I 4 J ' ^ 

2 

1587 

i 3 4- i 

3 4 — 

1594 

2 16 — 

2 16 — 

1595 

2 13 — ^ ' 

’ 2 13 — 

1596 


4 

1597 

I {4--} : 

4 12 — 

1598 

1 2 16 8 

! 2 16 8 

1599 

: I 19 2 

I 19 2 

1600 

1 I 17 8 

1 17 s 

1601 

: I 14 10^ I 14 10 

Total, 28 9 4 

Average Price, 2 7 5J* 


^ (Miscopicd: it is {jx 13s. 4d. iii Fleetwood, Chratticcn Preciosum, p. 123.] 

* [See p. 279. note i.] 

’ [Eds. 1 and 2 read 4s. s>id.> the 89s. left over after dividing the pounds having 
been inadvertently divided by 20 instead of by 12.] 
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Prices of the Charter of nine Bushels of the best or highest priced Wheat 
at Windsor Market, on Lady-Day and Michaelmas, from 1595 to 
1764, both inclusive; the ]^ice of each Year being the Medium 
between the highest Prices of those Two Market-days.^ i 


Years 


£ 

s. 

d. i 

Years 

£ 

s. 

d. 

1595. 

— 

2 

0 

0 i 

1621, 

— I 

10 

4 

1596, 

— 

2 

8 

0 

1622, 

— - 2 

18 

8 

1597. 

— 

3 

9 

6 i 

1623, 

— 2 

12 

0 

1598. 

— 

2 

16 

8 ! 

1624, 

— 2 

8 

0 

1599, 

— 

I 

19 

2 ; 

1625, 

— 2 

12 

0 

1600, 

— 

I 

17 

8 ‘ 

1626, 

— 2 

9 

4 

1601, 

— 

I 

14 

10 ! 

1627, 

— 1 

16 

0 

1602, 

-- 

I 

9 

4 

1628, 

— I 

8 

0 

1603, 

— 

I 

15 

4 

1629, 

. 2 

2 

0 

1604, 

— 

I 

10 

8 ; 

1630, 

— 2 

15 

8 

1605. 

— 

I 

15 

10 

1631, 

— 3 

8 

0 

1606, 


I 

13 

0 

1632, 

— 2 

13 

4 

1607, 


I 

16 

8 

1633. 

2 

18 

0 

1608, 


2 

16 

8 

1634. 

— 2 

16 

0 

1609, 


2 

10 

0 

163 s. 

— 2 

16 

0 

1610, 

— 

I 

15 

10 

1636, 

— 2 

16 

8 

1611, 

— 

I 

18 

8 


— 


— 

1612, 

— 

2 

2 

4 


16)40 

0 

0 

1613, 

— 

2 

8 

8 


— 


— 

1614, 

— 

2 

I 

H 


2 

10 

0 

1615, 

— 

r 

18 

8 


— 



1616, 

— 

2 

0 

4 





1617. 

— 

2 

8 

8 





1618, 

— 

2 

6 

8 





1619, 

— 

I 

15 

4 





1620, 

— 

T 

10 

4 






26)54 0 6J 
2 1 6 ^ I 


^ [The list of prices* but not the division into periods* is apparently copied from 
Charles Smith (Tracti on the Corn Trade, 1766, pp. 97-102, cp. pp. 43« 104)# who, 
however, states that it had been previously publidied* p. 96.] 
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Wheat per quarter. ! 


Years 


£ s- 

d. 

1637. 

— 

2 13 

0 

1638, 


2 17 

4 

1639, 

— 

2 4 

10 

1640, 

— 

2 4 

8 

1641, 

__ 

2 8 

0 

1642.1 

1643. 1 

•S d « - ^•'9 

1 si sill 

0 0 

0 0 

0 

0 

1644. 


0 0 

0 

1645,. 


0 0 

0 

1646, 

— 

2 8 

0 

1647. 

-- 

3 13 

8 

164H. 


4 5 

0 

1649. 


4 0 

0 

i6jo. 

— 

3 16 

8 

1651, 

— 

3 13 

4 

1652. 

— 

2 9 

6 

1653. 

— 

J 15 

6 

1654. 

— 

I 6 

0 

1655. 

— 

I 13 

4 : 

1656, 

— 

2 3 

® 1 

1657. 

— 

2 6 

8 i 

1658, 


3 5 

0 j 

1659, 


3 

0 1 

1660, 

— 

2 16 

6 1 

1661, 

— 

3 10 

0 I 

1662, 


3 U 

0 

1663. 

— 

2 17 

0 : 

1664, 


2 0 

6 ! 

1665, 


2 9 

4 1 

1666, 


I 16 

0 ‘ 

1667, 

— 

i 16 

0 ! 

1668. 

— 

2 0 

0 ; 

1669, 

— 

2 4 

^ ! 

1670, 

— 

2 I 

8 i 


Wheat per quarter. 


Years 


£ 

s. 

d. 

Brought 

over, 

79 

14 

10 

1671, 

— 

2 

2 

0 

1672, 

— 

2 

I 

0 

1673. 

— 

2 

6 

8 

1674, 

— 

3 

8 

8 

1675. 

— 

3 

4 

8 

1676, 

— 

I 

18 

0 

1677, 

— 

2 

2 

0 

1678, 

— 

2 

19 

0 

1679, 

— 

3 

0 

0 

1680, 

— 

2 

5 

0 

i68r, 

— 

2 

6 

8 

1682, 

— 

2 

4 

0 

1683, 

— 

2 

0 

0 

1684, 

— 

2 

4 

0 

1685, 

— 

2 

6 

8 

1686, 


I 

14 

0 

1687, 

— 

1 

5 

2 

1688, 

— 

2 

6 

0 

1689, 

— 

I 

10 

0 

1690, 

— 

I 

14 

8 

1691, 


I 

14 

0 

1692, 

— 

2 

6 

8 

1693, 

— 

3 

7 

8 

1694, 

— 

3 

4 

0 

1695. 

— 

2 

13 

0 

1696, 


3 

II 

0 

1697, 

— 

3 

0 

0 

1698, 

— 

3 

8 

4 

1699. 

— 

3 

4 

0 

1700, 

— 

2 

0 

0 



<So)i 53 

r 

8 



2 

II 

oi 


Carry over, 79 14 10 
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Wheat per quarter, j 


Years 

1701, 

. 

£ 

I 

s. 

17 

d. 

8 

Years 

Brought 

over, 

1702, 

— 

I 

9 

6 

1734. 

— 

1703. 

— 

I 

16 

0 

X735» 

— 

1704, 

— 

T 

6 

6 

1736, 

— 

1705, 

— 

I 

10 

0 

I737» 

— 

1706, 

— 

I 

6 

0 

I738» 

— 

1707. 

— 

1 

8 

6 

1739, 

— 

1708, 

— 


I 

6 

1740, 

— 

1709, 

— 

3 

18 

6 

1741, 

— 

1710, 


3 

18 

0 

1742. 

— 

1711. 


2 

14 

0 

1743. 

— 

1712, 

— 

2 

6 

4 

1744. 

— 

1713, 

— 

2 

11 

0 

1745. 

— 

1714* 

— 

2 

10 

4 

174<^. 

— 

1715, 

— 

2 

3 

0 

1747. 

— 

1716. 

— 

2 

8 

0 

I74«. 


X717. 

— 


5 

8 

X749. 

— 

1718, 

— 

1 

18 

10 

1750, 

— 

1719. 

— 

I 

15 

0 

I75r. 

— 

1720, 

— 

I 

17 

0 

X752, 

— 

1721, 


I 

17 

6 

1753. 

— 

1722, 

— 

I 

16 

0 

1754, 

— 

1723, 

— 

1 

14 

8 

1755. 

— 

1724, 

— 

1 

17 

0 

1756, 

— 

1725, 

— 

2 

8 

6 

1757. 


1726, 

— 

2 

6 

0 

I75«. 

— 

1727, 

— 

2 

2 

0 

1759, 


1728, 

*— 

2 

U 

6 

1760. 

— 

1729. 

— 

2 

6 

10 

1761, 

— 

1730, 

— 

I 

16 

6 

1762, 

— 

173 


I 

12 

10 

1763. 

— 

1732, 

— 

1 

6 

8 

1764. 


I733» 

— 

I 

8 

4 




Carryover 69 8 8 
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Wheat per quarter. 

£, s- d. 

69 8 8 

I 18 10 

230 
204 
I t 8 o 

1 15 6 
1186 

2 10 8 

268 
I 14 0 
1 4 10 
I 4 10 
I 7 6 
1 19 0 
I 14 ro 
I 17 o 
I 17 0 
I 12 6 

1 18 6 

2 I 10 
2 4 « 

1 14 8 

1 13 10 

2 5 3 
300 
2 10 o 
I 19 10 
i 16 6 

I 3 

I T9 0 
209 

269 


64)129 13 ^ 

2 0 6 | | 


^ [Thisfhould be 
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Years 

1731, 

1732, 
^ 733 , 

1734, 

1735. 

I73fi. 

1737. 

I 73 », 

1739, 

1740. 


prices of wheat 


Wheat per quarter. 



£ 

s. 

d 

— 

I 

12 

10 

— 

I 

6 

8 

— 

I 

8 

4 

— 

I 

18 

10 

— 

2 

3 

0 

— 

2 

0 

4 

— 

I 

18 

0 

— 

i 

15 

6 

— 

I 

18 

6 

— 

2 

TO 

8 


Years 

1741. 

1742, 
I 743 > 

1744, 

1745 , 

1746, 

1747, 

1748, 

1749, 

1750, 
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Wheat per quarter. 

1 s. d. 

2 6 8 
I 14 0 
I 4 10 
I 4 10 
1 7 6 
I 19 0 
I 14 10 
I 17 0 
I 17 0 
I 12 6 


io ) j 8 12 8 


10)16 18 2 


I 17 3i 


I 13 9 r 




BOOK II 


Of the Nature, Accumulation, and 
Employment of Stock 




Introduction 


In the mde slate of ^ sodety in which there is no 

sockty stock is im- division of labour, in which exchanges arc seldom 
necessary. made, and in which every man provides every 

thing for himself, it is not necessary that any stock should be 
accumulated or stored up beforehand, in order to carry on the 
business of the society. Every man endeavours to supply by his 
own industry his own occasional wants as they occur. When he is 
hungry, he goes to the forest to hunt; when his coat is worn out, 
he dothes himself with die skin of the first large animal he kills: 
and when his hut begins to go to ruin, he repairs it, as well as he 
can, vdth the trees and the turf that are nearest it. 

Division of labour But whcn the division of laboiu: has once been 
makes it necessary, thoroughly introduced, the produce of a man’s 
own labour can supply but a very small part of his occasional wants. 
The far greater part of them are supplied by the produce of other 
mens labour, which he purchases with the produce, or, what is the 
same thing, with the price of the produce of his ovra. But this pur- 
chase catuiot be made till such time as the produce of his own 
labour has not only been completed, but sold. A stock of goods of 
diflferent kinds, therefore, must be stored up somewhere su£Edent 
to maintain him, and to supply him with the materials and tools of 
his work, till such time, at least, as both these events can be brought 
about. A weaver cannot apply himself entirely to his peculiar 
business, unless there is beforehand stored up somewhere, either in 
his owm possession or in that of some other person, a stock suflident 
to maintain him, and to supply him with the materials and tools of 
his work, till he has not only completed but sold his web. This 
accmnuladon must, evidently, be previous to his applying his 
industry for so long a time to such a pccuhar business.^ 

Jccmulatim of As the accumulation of stock must, in the natmre 

of laWur, 

so labour can be more and more subdivided* in 
* JBds. I and 3 place ’only’ tee-l 
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proportion only as stock is previously more and more accumulated. 
The quantity of materials which the same number of people can 
work up, increases in a great proportion as labour comes to be more 
and more subdivided; and as the operations of each workman arc 
gradually reduced to a greater degree of simpheity, a variety of 
new machines come to be invented for facilitating and abridging 
those operations. As the division of labour advances, therefore, iii 
order to give constant employment to an equal number of work- 
men, an equal stock of provisions, and a greater stock of materials 
and tools than what would have been necessary in a ruder state of 
things, must be accumulated beforehand. But the number of work- 
men in every branch of business generally increases with the division 
of labour in that branch, or rather it is the increase of their number 
which enables them to class and subdivide themselves in this 


manner. 

Accumulation As the accumulation of stock is previously neces- 
^ for carrying on this great improvement in the 
to produce more. productive powers of labour, so that accumulation 

naturally leads to this improvement. The person who employs his 
stock in maintaining labour, necessarily wishes to employ it in such 
3 manner as to produce as great a quantity of work as possible. He 
endeavours, therefore, both to make among his workmen the most 
proper distribution of employment, and to funiish them with the 
best machines which he can cither invent or afford to purchase. His 
abilities in both these respects arc generally in proportion to the 
extent of his stock, or to the number of people whom it can employ. 
The quantity of industry, therefore, not only increases in every 
country with the increase of the stock which employs it, but, in 
consequence of that increase, the same quantity of industry pfoduccs 
a much greater quantity of work. 

Such are in general the effects of the increase of stock upon 
industry and its productive powers. 

TMt Book treats of ^ following book I have cndcavoiued to cx- 
Oie future^ stock, plain the nature of stock, the effects of its accumu- 
l^^hon iruo capitals of different kinds, and the effects 
Mffemtt err^ptof- of the different employments of those capitals. 

This book is divided mto five chapters, fa the 
focst chapter, I have endeavoured to show what are the dif&tent 
parts or btandus into whidi the stock, either of an individual, 
or of a great society, naturally divides itself, fa fhe second, 1 have 
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endeavoured to explain the nature and operation of money con- 
sidered as a particular branch of the general stock of the society. 
The stock which is accumulated into a capital, may either be 
employed by the person to whom it belongs, or it may be lent to 
some other person. In the third and fourth chapters, I have 
endeavoured to examine the manner in which it operates in both 
these situations. The fifth and last chapter treats of the different 
effects which the different employments of capital immediately pro- 
duce upon the quantity both of national industry, and of the annual 
produce of land and labour. 



CHAPTBK I 


Of the Division of Stock 


■■ V 

AmanJoestwt When the stock which a man possesses is no more 
n^fefimaZall Sufficient to maintain him for a few days or a 
^tock, few weeks, he seldom thinks of deriving any 

revenue firom it. He consumes it as sparingly as he can, and 
endeavours by his labour to acquire something which may supply 
its place before it be consumed altogether. His revenue is, in this 
case, derived from his labour only. This is the state of the greater 
part of the labouring poor in all countries. 

but when he has .But when hc possesses stock sufficient to maintain 
months ot years, he naturally endeavours 
sumption, he endea- to derive a revenue from the greater part of it; 
^s^muefimau reserving only so much for his immediate con- 
rest, sumption as may maintain him tiU this revenue 

begins to come in. His whole stock, therefore, is distinguished into 
two parts. That part which, he expects, is to afford him this revenue, 
is called his capital. The other is that which supplies his immediate 
consumption; and which consists cither, first, in that portion of his 
whole stock which was originally reserved for this purpose; or, 
secondly, in his revenue, from whatever source derived, as it gradu- 
ally comes in; or, thirdly, in such things as had been purchased by 
eidier of these in former years, and which arc not yet entirely con- 
sumed; such as a stock of clothes, household furniture, and the like. 
In one, or other, or all of these three articles, consists the stock which 
men commonly reserve for their own imntcdiate consumption. 

it either as ThcTC are two different ways in which a capital may 
be cmfdoycd so as to yield a revenue or profit to its employer. 

(i) etradatiHg First, it may be employed in raising, manufac- 

tapM. turing, or purchasing goods, and selling them again 

with a profit. The capital employed in this manner yields no revenue 
or profit to its employer, while it either remains in his possession, 
ot cmitinues in the same shape. The goods of the merchant yield 
him no revenue or profit till he sells them for money, and Ae money 

294 
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yields him as little till it is again, exchanged for goods. His capital 
is continually going firom him in one shape, and returning to him 
in another, and it is only by means of such circulation, or successive 
exchanges, that it can yield him any profit. Such capitals, therefore, 
may very properly be called circulating capitals. 
or (2) fixed capital. Secondly, it may be employed in the improvement 
of land, in the purchase of useful machines and instruments of trade, 
or in such-hke things as yield a revenue or profit without changing 
masters, or circulating any further. Such capitals, therefore, may 
very properly be called fixed capitals. 

Different propor-- Different occupations require very different pro- 
between the fixed and circulating capitals 
are required in employed ill them. 

different trades. j capital of a merchant, for example, is alto- 

gether a circulating capital. He has occasion for no machines or 
instruments of trade, unless his shop, or warehouse, be considered 
as such. 

Some part of the capital of every master artificer or manufacturer 
must be fixed in the instruments of his trade. This part, however, is 
very small in some, and very great in others. A master taylor 
requires no other instruments of trade but a parcel of needles. Those 
of the master shoemaker are a little, though but a very little, more 
expensive. Those of the weaver rise a good deal above those of the 
shoemaker. The far greater part of the capital of all such master 
artificers, however, is circulated, either in the wages of their work- 
men, or in the price of their materials, and repaid with a profit by 
the price of the work. 

In other works a much greater fixed capital is required. In a great 
iron-work, for example, the furnace for melting the ore, the forge, 
the slitt-mill, arc instruments of trade which cannot be erec^ 
without a very great expcnce. In coal-works, and mines of every 
kind, the machinery necessary both for drawing out the water and 
for other purposes, is firequendy still more expensive. 

That part of the capital of the 6rmcr which is employed in the 
instruments of agriculture is a fixed; that which is employed in d(ie 
wages and maintenance of his labouring servants, is a circulating 
capital He makes a profit of the one by keeping it in his own 
possession, and of the other by parting with it. The price or value 
of his labouring cattle is a fixed capitad in the same manner as Aat 
of the instruments of husbandry; Their maintenance is a orcul at ii ^ 
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capital in the same maimer as that of the labouring servants. The 
farmer makes his profit by keeping the labouring cattle, and by 
parting with their maintenance. Both the price and the main- 
tenance of the cattle which arc bought in and fattened, not for 
labour, but for sale, are a circulating capital. The farmer makes his 
profit by parting with them. A flock of sheep or a herd of cattfle 
that, in a breeding country, is bought in, neither for labour, nor 
for sale, but in order to malce a profit by their wool, by their mill|, 
and by their increase, is a fixed capital. The profit is made by kcep^ 
ing them. Their maintenance is a circulating capital. The profit is 
made by parting with it; and it comes back with both its own profit, 
and the profit upon the whole price of the cattle, in the price of the 
wool, the milk, and the increase. The whole value of the seed too 


is properly a fixed capital. Though it goes backwards and forwards 
between the ground and the granary, it never changes masters, and 
therefore docs not properly circulate. The farmer makes his profit, 
not by its sale, but by its increase. 

The stock of a general stock of any country or society is the 

society is 4iui4ed in same with that of all its inhabitants or members, 
the same way m 0 therefore naturally divides itself into the same 

three portions, each of which has a distinct function or office. 


(i) the portion rf- 
served for immediate 
consumption^ 


The First, is that portion which is reserved for 
immediate consumption, and of which the char- 
acteristic is, that it affords no revenue or profit. It 


consists in the stock of food, clothes, household furniture, &c., 


which have been purchased by their proper consumers, but which 
are not yet entirely consumed. The whole stock of mere dwelling- 
houses too subsisting at any one time in the country, make a part 
of this first portion. The stock that is laid out in a house, if it is to 
be die dwelling-house of the proprietor, ceases from that moment 
to serve in the function of a capitad, or to afford any revenue to its 
owner. A dwelling-house, as such, contributes nothing to the 
revenue of its inhabitant; and though it is, no doubt, extremely 
useful to him, it is as his clothes and household fiimiture are useful to 


him, which, however, make a part of his expence, and not of his 
revenue. If it is to be let to a tenant for rent, as the house ttsdf can 
produce nothing,^ the tenant must always pay the rent otrt of tome 


* {*Ce a’ettpucette tnaiKm qui j^rodoit dlfr«itoie cet fiaao. . > . 

d^menaifonn’Mtpt^poutlasociMttaeaiigmaitatiancletewiut, uae ddati** 
titltm aowreiles. a n’ett an cmtndre qu’ua nooveinent, qu'w d« 
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other revenue which he derives cither from labour, or stock, or 
land. Though a house, therefore, may yield a revenue to its pro- 
prietor, and thereby serve in the function of a capital to him, it 
cannot yield any to the public, nor serve in the function of a capital 
to it, and the revenue of the whole body of the people can never 
be in the smallest degree increased by it. Clothes, and household 
furniture, in the same manner, sometimes yield a revenue, and 
thereby serve in the function of a capital to particular persons. In 
countries where masquerades are common, it is a trade to let out 
masquerade dresses for a night. Upholsterers frequently let furniture 
by the month or by the year. Undertakers let the furniture of 
funerals by the day and by the week. Many people let furnished 
houses, and get a rent, not only for the use of the house, but for 
that of the furniture. The revenue, however, which is derived from 
such things, must always be ultimately drawn from some other 
source of revenue. Of all parts of the stock, cither of an individual, 
or of a society, reserved for immediate consumption, wliat is laid 
out in houses is most slowly consumed. A stock of clothes may last 
several years: a stock of furniture half a century or a century: but 
a stock of houses, well built and properly taken care of, may last 
many centuries. Though the period of their total consumption, 
however, is more distant, they are still as really a stock reserved for 
inunediate consumption as either clothes or household furniture. 

(2) the fixed capital The Second of the three portions into which the 
which consists of general Stock of the society divides itself, is the fixed 
capital; of which the characteristic is, that it affords a revenue or 
profit without circulating or changing masters. It consists chiefly of 
the four following articles: 

(a) tisefiil machines. First, of all useful machines and instruments of trade 
which facilitate and abridge labour: 

Secondly, of all those profitable buiiangs which 
i>®j, are the means of procuring a reveaue, not only to 

their proprietor who lets them for a rent, but to die person who 
possesses them and pays that rent for them; such as shops, waie- 
houses, workhouses, farmhouses, with all their necessary buildings, 
stables, granaries, &c. These are very diflSsrent fixim mae dweffing 
houses. They ate a sort of instruments of trade, and may be am* 
ddored in the same light: 

«wrin.‘--.Mereier I* Riviire, L'CMrtitMiuelettssaaiet^ SoeUtispoUti^ 

1767, vqI. ti., p. 123, or in D^irc’s Physioctates, p. 487*} 
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(c) iri^rovements 0/ Thirdly, of the improvements of land, of vrhat has 
been profitably laid out in clearing, draining, 
enclosing, manuring, and reducing it into the condition most proper 
for tillage and culture. An improved farm may very justly be 
regarded in the same light as those useful machines which fadlitatjc 
and abridge labour, and by means of which, an equal circulating 
capital can afford a much greater revenue to its employer, 
improved farm is equally advantageous and more durable than any 
of those machines, ffequendy requiring no other repairs than the 
most profitable application of the farmer’s capital employed in 
cultivating it: 

and (d) ac4fuired and Fourthly, of thc acquired and useful abilities of all 
useful abilities, inhabitants or members of the society. Thc 

acquisition of such talents, by thc maintenance of thc acquirer 
during his education, study, or apprenticeship, always costs a real 
cxpcncc, v/hich is a capital fixed and realized, as it were, in his 
person. Those talents, as they make a part of his fortune, so do they 
likewise of that of the society to which he belongs. Thc improved 
dexterity of a workman may be considered in thc same light as a 
machine or instrument of trade which facilitates and abridges 
labour, and which, though it costs a certain cxpcncc, repays that 
expence with a profit.^ 

and (?) the circulate Thc Third and last of die three portions into which 
capital, which thc general stock of the society naturally divides 
consists of itself, is thc circulating capital; of which thc char- 

acteristic is, that it aflfords a revenue only by circulating or changing 
masters. It is composed likewise of four parts: 

(a) the money. First, of the money by means of which all thc other 
three are circulated and distributed to their proper consume|s;* 

(b) the stock of pro- Secondly, of thc stock of provisions whidt arc in 

visions in the posses- the possession of the butcher, thc grazier, thc 
Sion of the sellers, the com-mcrchant, thc brewer, &c. and 

from thc sale of which they expect to derive a profit: 

(c) the materials of Thirdly, of the materials, whether alcogediet rude, 

dotlmJui^me» or more or less manufactured, of clothes, furniture 
ondMMt^s, building, which arc not yet made up into any 

of those three shapes, but which remain in the hands of dbe growers, 


* |Bta in bk. i, dt. x., the remuneration of improved dexterity if treated a* 
^ {£d. t reads ^osers and comtUBcrs* here and 14 Hncf bdow.} 
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the manufacturers, the mercers, and drapers, the timber-merchants, 
the carpenters and joiners, the brick-makers, &c. 
and (d) completed Fourthly, and lastly, of the work which is made up 
completed, but which is still in the hands of the 
manufacturer. merchant or manufacturer, and not yet disposed of 
or distributed to the proper consumers; such as the finished work 
which we frequently find ready-made in the shops of the smith, the 
cabinet-maker, the goldsmith, the jeweller, the china-merchant, 
&CC, The circulating capital consists in this manner, of the provisions, 
materials, and finished work of all kinds that are in the hands of their 
respective dealers, and of the money that is necessary for circu- 
lating and distributing them to those who are finally to use, or to 
consume them. 

The last three parts Of thesc fouT parts thrcc, provisions, materials, and 
finislicd work, are, either annually, or in a kngcr 
withdrawn from it. or shorter period, regularly withdrawn from it, and 
placed either in the fixed capital or in the stock reserved for imme- 
diate consumption. 

Every fixed capital Every fixcd capital is both originally derived from, 
wppSfcy fl requires to be continually supported by a dr- 
lating capital, culating Capital. All useful machines and instru- 
ments of trade arc originaJly derived from a circulating capital, 
which furnishes the materials of which they arc made, and die 
maintenance of the workmen who make them. They require too a 
capital of the same kind to keep them in constant repair. 
and caanai yield any No fixed Capital Can yield any revenue but by 
revenue without it. nicans of a circulating capital. The most useful 
machines and instruments of trade will produce nothing without 
the circulating capital which affords the materials they are employed 
upon, and the maintenance of the workmen who employ them. 
Land, however, improved, will yield no revenue without a cir- 
culating capital, which maintains the labourers who cultivate and 

collea its produce. ^ 

m end of both To maintain and augment the stock which my be 

^fixed andiirculatmg reserved for immediate consumption, is the sole 
capital is to maiVf- i j purpose both of the fixed and circulating 

^‘0^‘p^lhe capitals. It is this stock which feeds, dod^. ai^ 
stalk. lodges the people. Their riches or poverty depouls 

upon die abundant or sparing suppHes which those two capitals 
can afibf d to the stock reserved for immediate consumption. 
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The circulating So great a part of the circulating capital being con- 

%Tproduceofhi^^ tinually withdrawn from it, in order to be placed 
mines, and fisheries, in the Other two branches of the general stock of 
the society; it must in its turn require continual supplies, without 
which it would soon cease to exist. These supplies arc princi-j 
pally drawn from three sources, the produce of land, of mines( 
and of fisheries. These afford continual supplies of provisions an4 
materials, of which part is afterwards wrought up into finished 
work, and by which are replaced the provisions, materials, and 
finished work continually withdrawn from the circulating capital. 
From mines too is drawn what is necessary for maintaining and 
augmenting that part of it which consists in money. For though, 
in the ordinary course of business, this part is not, like the other 
three, necessarily withdrawn from it, in order to be placed in 
the other two branches of the general stock of the society, it 
must, however, like all other things, be wasted and worn out 
at last, and sometimes too be cither lost or sent abroad, and 
must, therefore, require continual, though, no doubt, much smaller 
supplies. 

which require both Land, mincs, and fisheries, require all both a fixed 
{i'fjsiZZiau » circulating capital to cultivate them: and their 
them, produce replaces with a profit, not only those 

capitals, but all the others in the society. Thus the farmer annually 
replaces to the manufacturer the provisions which he had con- 
sumed and the materials which he had wrought up the year before; 
and the manufacturer replaces to the farmer the fmidied work 
which he had wasted and worn out in the same time. This is the 
real exchange that is annually made between those two orders of 
people, though it seldom happens that die rude produce of tlj^e one 
and the manufactured produce of the other, are dircedy bartered 
for one another; because it seldom happens that the farmer sells his 
com and his cattle, his dax and his wool, to the very same person 
of whom he diuses to purchase the clothes, furniture, and instru- 
ments of trade which he wants. He sells, therefore, his rude produce 
for money, with whidi he can purchase, wherever it is to be had, 
die manufactured produce he has occasion for. Land even replaces, 
m part at least, the capitals with which fisheries and mines are culd- 
va^ It is the produce of land which draws the fish fioro the 
yeatets; and it is Ae produce of the surface of the mrdi udiidi ex- 
tracts die minerals fimn its bowds. 



CH. l] 


DIVISION OP STOCK 


301 


and, when their Thc produce of land, mines, and fisHeries, when 
natural fertility is equd, is in proportion to the 
portionate to the extent ana proper application of thc capitals 
capital employed. employed about them. When the capitals arc equal 
and equally well applied, it is in proportion to their natural fer- 
tility. 


Where there is toler-^ In all countries where there is tolerable security, 

common understanding will en- 
or Other of the three dcavour to employ whatever stock he can com- 
mand, in procuring cither present enjoyment or 
future profit. If it is employed in procuring present enjoyment, it 
is a stock reserved for immediate consumption. If it is employed in 
procuring future profit, it must procure this profit either by staying 
with him, or by going from him. In the one case it is a fixed, in 
thc other it is a circulating capital. A man must be perfectly crazy 
who, where there is tolerable security, docs not employ all the stock 
which he commands, whether it be his own or borrowed of other 


people, in some one or other of those three ways. 

But in countries In thosc unfortunate countries, indeed, where men 
uafls^muchsto^^^ continually afraid of the violence of dheir 

buried and concealed, superiors, they frequently bury and conceal a great 
part of their stock, in order to have it always at hand to carry with 
them to sonic place of safety, in case of their being threatened with 
any of thosc disasters to which they consider themselves as at all 
times exposed. This is said to be a common practice in Turkey, in 
Indostan, and, I beUeve, in most other governments of Asia. It seems 
to have been a common practice among our ancestors during the 
violence of thc feudal government. Treasurc^trove was in those 
times considered as no contemptible part of thc revenue of die 
greatest^ sovereigns in Europe. It consisted in such treasure as was 
found concealed in thc earth, and to which no particular penon 
could prove any right. This was regarded in those times as so 
important an object, that it was always considered as belonging to 
thc sovereign, and neither to thc finder nor to thc proprietor of die 
land, unless the right to it had been conveyed to the latter by an 
express clause in his charter. It was put upon the same footing with 
gold an d silver mines, which, without a special clause in the charter, 
were never supposed to be comprehended in the general grant of 
the lands, though mines of lead, copper, tin, and coal were, as 
dungs of smaller consequence. 



CHAPTER n 


Of Money Considered as a Particular 
Branch of the General Stock of the Society, 
or of the Expence of Maintaining the 
National Capital 

Prices are divided It has been shevm in the first Book, that the price 
w^pr^Mand Commodities resolves itself 

rent, ' into three parts, of which one pays the wages of the 

labour, another the profits of the stock, and a third the rent of the 
land vduch had been employed in producing and bringing them to 
market: that Acre are, ind<^ some commodities of which Ac 
price is made up of two of Aosc parts only, Ac wages of labour, 
and Ac profits of stock: and a very few in which it consists alto- 
gcAer m one, Ac wages of labour; but Aat Ac price of every 
commoAty necessarily resolves itself into some one, or other, or all 
of Aese three parts; every part of it which goes nciAer to rent nor 
to wages, being nacssarily profit to somebody. 
mid the whole Siocc this is the case, it has been observed, wiA 

2 £/MeLe regard to every particular commt^ty, t^^separ- 

Omparu; ately; it must be so wiA regard to all OM com- 

modides compose Ae whole annual produce of Ac lAid and 

labour of every country, taken complexly. The whole price or 
exAangeable value of that annual produce, must resolve itself into 
Ae same three parts, and be parcelled out among Ae different 
iahabitants of Ae country, either as the w^es of thrir labour, Ac 
pxAts of their stock, or Ae rent of their land. 
ha we may ^r'rf- Aough Ac whole valuc of Ac annual produce 

^h between gtoa of Ac land and labour of every country is Aus 
mdm revenue. among and constitutes a revenue to its 

diffirmt inhalritants; yet as m the rent of a private estate we 

30a 



whole annual prod^ 
uce: net revenue 
what is left free after 
deducting the main^ 
tenance affixed and 
circulating capital. 
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distinguish between the gross rent and the neat rait, so may wc 
likewise in the revenue of all the inhabitants of a great country. 
Gross rent is the The gross rent of a private estate comprdiends 

"th^farmr;^^^ whatever is paid by the farmer; the neat rent, what 

what is free to remains free to the landlord, after deducting the 
the landlord. cxpcncc of management, of repairs, and all other 
necessary charges; or what, without hurting his estate, he can afford 
to place in his stock reserved for immediate consumption, or to 
spend upon his table, equipage, the ornaments of his house and 
furniture, his private enjoyments and amusements. His real wealth 
is in proportion, not to his gross, but to his neat rent. 

Gross revenue is the The gross revenue of all the inhabitants of a great 
country, comprehends the whole annual produce 
of their land and labour; the neat revenue, what 
remains free to them after deducting the expcncc of 
maintaining; first, their fixed; and, secondly, their 
circulating capital; or what, without encroaching upon their capital, 
they can place in their stock reserved for immediate consumption, 
or spend upon their subsistence, conveniencics, and amusements* 
Their real wealth too is in proportion, not to their gross, but to 
their neat revenue. 

The whole expence The whole cxpencc of maintaining the fixed 
“““ '"‘•“■ly be excluded from the neat 
excluded, rcvcnuc of the society. Neither the materials neces- 

sary for supporting their useful machines and instruments of trade, 
their profiublc buildings, dec. nor the produce of the labour neceifr- 
sary for fashioning those materials into the proper form, can ever 
m^e any part of it. The price of that labour may indeed make a 
part of it; as the workmen so employed may place the whole value 
of their wages in their stock reserved for immediate consumption. 
But in other sorts of labour, both the price and the produce go to 
this stock, the price to that of the workmen, the produce to that of 
other people, whose subsistence, conveniencics, and amusements, 
arc augmented by the labour of those workmen. 
since the wf/y ahjeei Thc intention of the fixed capital is to increase the 
of the fixed capital is productive powcTs of labour, or to enable the same 
of labourers to perform a muck gtcata 
labour, quantity of work, fix a fium where all the necessary 

buildings, fences, drains, communications, dec. are in the most per** 
feet good order, thc same number of labourers and labouring cattk 
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will raise a much greater produce, than in one of equal extent and 
equally good ground, but not furnished with equal convenicncics. 
In manu&ctures the same number of hands, assisted with the best 


machinery, will work up a much greater quantity of goods than 
with more imperfect instruments of trade. The expcnce which is 
properly laid out upon a fixed capital of any kind, is always repaid 
with great profit, and increases the annual produce by a rnuch 
greater value than that of the support which such improvements 
require. This support, however, still requires a certain portion of 
that produce. A certain quantity of materials, and the labour of a 
certain number of workmen, both of which might have been 
immediately employed to augment the food, clothing and lodging, 
the subsistence and convenicncics of the society, arc thus diverted to 
another employment, highly advantageous indeed, but still different 
from this one. It is upon this account that all such improvements in 
and any cheapening Hicchanics, as enable thc same number of workmen 
or simplification is to perform an equal quantity of work with cheaper 
regarded as good, simpler machinery than liad been usual before, 

are always regarded as advantageous to every society. A certain 
quantity of materials, and the labour of a certain number of work- 
men, which had before been employed in supporting a more 
complex and expensive machinery, can afterwards be applied to 
augment thc quantity of work which that or any other machinery 
is useful only for performing. Thc undertaker of some great manu- 
factory who employs a thousand a-ycar in thc maintenance of his 
maefamery, if he can reduce this expcnce to five hundred, will 
naturally^ employ the odier five hundred in purchasing an additional 
quantity of materials to be wrought up by an additional number 
of workmen. Thc quantity of that work, therefore, which his 
machinery was usdful only for performing, will naturally be aug- 
mented, and with it all the advantage and conveniency which the 
society can derive from that work. 


The expence of maintaining the fixed capital in a 
great coimtry, may very properly be compared to 
that of repairs in a private estate. Thc expcnce of 
repairs may frequendy be necessary for supporting 
thts produce of the estate, and consequently both the gross and thc 
neat rent of the landlord. When by a more proper direction, 


Themtofmdr^ 
taifth^ the fixed 
capital is like the 
cestofrepaksma 


* {Tbere loeiits no reason whatever for nippoaittg tku this is neoesuriiy die 'natural* 
aetten.] 
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however, it can be diminished without occasioning any duninution 
of produce, the gross rent remains at least the same as before, and 
the neat rent is necessarily augmented. 

but the expence of But though the whole expence of maintaining the 

uMintaimng the last fixed capital is thus necessarily excluded from the 

three parts 0/ wr * - , . . ' . , 

circulating capital is ncat revenue of the soacty, it is not the same case 

not to be deducted^ ^rith that of maintaining the circulating capital. Of 
the four parts of which this latter capital is composed, money, pro- 
visions, materials, and finished work, the three last, it has already 
been observed, arc regularly withdrawn from it, and placed cither 
in the fixed capital of the society, or in their stock reserved for 
immediate consumption. Whatever portion of those consumable 
goods is not employed in maintaining the former, goes all to the 
latter, and makes a part of the neat revenue of the society. The 
maintenance of those three parts of the circulating capital, therefore, 
withdraws no portion of the annual produce from the neat revenue of 
the society, besides what is necessary for maintaining the fixed capital. 
the circulating The circulating capital of a society is in this respect 
capital of the si^iety different from that of an individual. That of an 
^bm^Tfrlmthat individual is totally excluded from making any part 
of an indmdu(d. q( Jds neat revenue, which must consist altogether 

in his profits. But though the circulating capital of every individual 
makes a part of that of the society to which he belongs, it is not 
upon that account totally excluded from making a part likewise of 
their ncat revenue. Though the whole goods in a merchant s shop 
must by no means be placed in his own stock reserved for imme- 
diate consumption, they may in that of other people, who, from a 
revenue derived firom other funds, may regularly replace their 
value to him, together with its profits, without occasioning any 
diminution cither of his capital or of theirs. 

The - I cf Money, therefore, is the only part of the circulating 

the money {done capital of a society, of which die maintenance can 
nrnst he Mndti. any (liminution in dieir neat revenue. 

The montv ft- that part of the circula^ 

sem^s^ fixed capital which consists in moiwy, SO &ras they aficct 

fopiud, sina ^ revenue of the society, bear a very great resem- 


blance to one another. 


form » dbargt on tlia l»bo« of the lodety.] 
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(t) the maintenance First, as those machines and instruments of trade, 

cf the stock oj money require a certain cxpence, fint to erect them, 

ts part of the gross . . ^1 1 t i-i 

but not of the net and attcrward^ to support them, both which ex- 

rei*enue, pcnccs, though they niakc a part of the gross, arc 

deductions from the neat revenue of the society; so the stock of 
money which circulates in any country must require a certsun 
cxpence, first to collect it, and afterwards to support it, both wl^ch 
expenccs, though they make a part of the gross, are, in the sathc 
manner, deductions from the neat revenue of the society. A certain 
quantity of very valuable materials, gold and silver, and of very 
curious labour, instead of augmenting the stock reserved for imme- 
diate consumption, the subsistence, convcnicncics, and amusements 
of individuals, is employed in supporting that great but expensive 
instrument of commerce, by means of which every individual in 
the society has his subsistence, convcnicncics, and amusements, 
regularly distributed to him in their proper proportion. 
a$td (a) the money Secondly, as the machines and instruments of trade, 
itself forms no pan Scc. which compose the fixed capital cither of an 
ofthenetrei/enue. qj. q[ 3 society, make no part cither of 

the gross or of the neat revenue of either; so money, by means of 
which the whole revenue of the society is regularly distributed 
among all its different members, makes itself no part of that 
revenue. The great wheel of circulation is altogether different from 
the goods which are circulated by means of it. The revenue of the 
society consists altogether in those goods, and not in the wheel 
which circulates them. In computing cither the gross or the neat 
revenue of any society, we must always, from their whole annual 
circulation of money and goods, deduct the whole value of the 
money, of which not a single farthing can ever make any part of 
either.^ 

It only appears to It is the ambiguity of language only which can 

4 ^ so from make this proposition appear either doubtful or 

guiyof gtMge, 'yjjrhen properly cxpl^^ 

sums cf money beit^ Stood, it is almost self-c^cnt 
^ ^ When we talk of any particular sum of money, wc 

ehambk^miZ^ sometimes mean nothing but the metal pieces of 
Ute coins ^selves, which it is Composed; and someumes we indude 


it w^e not £or the use of the oldUfasiuoiiMl term 'dfculisttoii* InMCStl 
mpwits *|nodttci^* the ea|)lan^cm w foUowi would be uuneopiiarf No oae cornu 
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ill our meaning some obscure reference to the goods which can be 
had in exchange for it, or to the power of purchasing which the 
possession of it conveys. Thus when we say, that the circulating 
money of England has been computed at eighteen millions, we 
mean only to express the amount of the metal pieces, which some 
writers have computed, or rather have supposed to circulate in that 
country. But when we say that a man is worth fifty or a hundred 
pounds a-year, we mean commonly to express not only the 
amount of the metal pieces which are annually paid to him, but 
the value of the goods which he can annually purchase or con- 
sume. We mean commonly to ascertain what is or ought to be 
his way of living, or the quantity and quality of the necessaries 
and convenicncies of life in which he can with propriety indulge 
himself 


fVe must not add When, by any particular sum of money, we mean 
both togetiter, cxpress the amount of the metal pieces 

of which it is composed, but to include in its signification some 
obscure reference to the goods which can be had in exchange for 
them, the wealth or revenue which it in this case denotes, is equal 
only to one of the two values which arc thus intimated somewhat 
ambiguously by the same word, and to the latter more properly 
than to the former, to the money’s worth more properly Aan to 
the money. 

If a man has a Thus if a guinea be the weekly pension of a parti- 

gmnea a week he ^ular person, hc can in the course of the week pur- 

worth of subsistence, chase With It a ccrtam quantity of subsist^cc, 
convcniencies, and amusements. In proportion as 
this quantity is great or small, so are his real riches, his real weekly 
revenue. His weekly revenue is certainly not equal both to the 
guinea, and to what can be purchased with it, but only to one or 
other of those two equal values; and to the htxcx more properly than 
to the former, to the guinea’s worth rather than to the guinea. 
andMsrealrtuemie If the pension of such a person was paid to him, not 
istkatsukHsmet, in gold, but in a we^y bill for a guinea, his 
revenue surely would not so properly consist in die 
piece of paper, as in what he could get for it A guinea may be 
considen^ as a bill for a certain quantity of necessaries and coeh 
vemoacies upon all the tradesmen ih the neighbourhood. The 
revenue of die pexsem to whom it is paid, docs not so prc^ierly con- 
sist in the piece of gold, as in what hc can get for it, or in what 
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he can exchange it for. If it could be exchanged for nothing, it 
would, like a bill upon a bankrupt, be of no more value than the 
most useless piece of paper. 

The same is true of Though the weekly or yearly revenue of all the 
all the inhabitants of different inhabitants of any country, in the same 
a country, manner, may be, and in reahty frequently is pid 

to them in money, their real riches, however, the real weekly or 
yearly revenue of all of them taken together, must always be grelt 
or small in proportion to the quantity of consumable goods whidfei 
they can all of them purchase with this money. The whole revenud 
of all of them taken together is evidently not equal to both the 
money and the consumable goods; but only to one or other of 
those two values, and to the latter more properly than to the 
former. 


Though we frequently, therefore, express a person’s revenue by 
the metal pieces which are annually paid to him, it is because the 
amount of those pieces regulates the extent of his power of pur- 
chasing, or the value of the goods which he can annually afford 
to consume. We stiU consider his revenue as consisting in this 
power of purchasing or consuming, and not in the pieces which 
convey it. 

The coins annmlly But if this is sufficiently evident even with regard to 
an individual, it is still more so with regard to a 
revenue, but the society. The amount of the metal pieces which are 
a^ually paid to an individual, is often precisely 
10 its whole nvenue. equal to his revenue, and is upon that account the 
shortest and best expression of its value. But the amount of the 
metal pieces which circulate in a society, can never be equal to the 
revenue of all its members. As the same guinea which pays the 
weekly pension of one man to-day, may pay that of another to- 
morrow, and that of a third the day there^r, the amount of the 
metal pieces which annually drculate in any country, must always 
be of mudi less value than the whole money pensions annually paid 
with them. But die power of purchasing, or^ the goods which can 
successively be boug^ widi the whole ^ those money pennons as 
they are succenively paid, most always be precisely c£ the same 
value with dic»e pensions; as must likewise be the revenue of the 
difEereat persons to whom they are paid. Uiat revenne, ihmsftire, 

emmot consist in those metal fueces, cd* width die amount h so much 


* {E 4 1 Aee$ not ooatain 'or'.} 
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inferior to its value, but in the power of purchasing, in the goods 
which can successively be bought with them as they circulate from 
hand to hand. 

Money is therefore Money, therefore, the great wheel of circulation, 
reo^ZeofTe ^ instrument of commerce, like all other 

society. instruments of trade, though it makes a part and a 

very valuable part of the capital, makes no part of the revenue of 
the society to which it belongs; and though the metal pieces of 
which it is composed, in the course of their aimual circulation, 
distribute to every man the revenue which properly belongs to him, 
they make themselves no part of that revenue. 

(j) Euery saving in Thirdly, and lastly, the machines and instruments 
the cost of mamtain- trade, &c. which compose the fixed capital, bear 
money is an im- this lurther resemblance to that part 01 the arcu- 
provement. lating Capital which consists in money; that as every 

saving in the expence of erecting and supporting those machines, 
which does not diminish the productive powers of labour, is an 
improvement of the neat revenue of the society; so every saving in 
the expence of collecting and supporting that part of the circulating 
capital which consists in money, is an improvement of exactly the 
same kind. 

It is sufficiently obvious, and it has partly too been explained 
already, in what manner every saving in the expence of supporting 
the fixed capital is an improvement of the neat revenue of the 
society. The whole capital of the imdertaker of every work is neces- 
sarily divided between his fixed and his circulating capital. While 
his whole capital remains the same, the smaller the one part, the 
greater must necessarily be the other. It is the circulating capital 
which furnishes the materials and wages of labour, and puts in- 
dustry into motion. Every saving, therefore, in the expence of main- 
taining the fixed capital, which docs not diminish the productive 
powers of labour, must increase the fund which puts industry into 
motion, and consequently the annual produce of land and labous:, 
the real revenue of every society. 

The substitufion of substitution of paper in the room of gold and 
paperfor gold money sUvcr money, replaces a very expensive imtrumetit 
IS an improvement. commerce with ouc much less cosdy, and 
times equally convenient* Circulation comes to be carried cm by a 
new whed, whidhit costs less both to ctea and to m ain t d n to 
the old one* But in what maimer this opmtion is performed, and 
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in what manner it tends to incarcasc either the gross or the neat 
revenue of the society, is not altogether so obvious, and may there- 
fore require some further explication. 

Bank notes are the Thcrc are Several different sorts of paper money; 
best sort of paper but the circulating notes of banks and bankers 

the species which is best known, and which secj: 
best adapted for tliis purpose. 

When the people of any particular country have such confident 
in the fortune, probity, and prudence of a particular banker, as 
believe that he is always ready to pay upon demand such of hh 
promissory notes as are likely to be at any time presented to him; 
those notes come to have the same currency as gold and silver 
money, from the confidence that such money can at any time be 
had for them. 


When a banker * A particular banker lends among his customers his 
lends out £100,000 promissory notes, to the extent, we sliall sup- 

m notes ana keeps tn ri 111 1 1*1 ^ 

hand only £20,000 pose, ot a hundred thousand pounds. As those notes 

in gold Md Silva, serve all the purposes of money, his debtors pay 
amt silver h spaed him the same interest as if he had lent them so much 
from the cinulatiou; money. This interest is the source of his gain. 
Though some of those notes are continually coming back upon him 
for payment, part of them continue to circulate for months and 
years together. Though he has generally in circulation, therefore, 
notes to the extent of a hundred thousand pounds, twenty thousand 
pounds in gold and silver may, frequently, be a sufficient provision 
for answering ocxasional demands. By this operation, therefore, 
twenty thousand pounds in gold and silver perform all the func- 
tions whidi a hundred thousand could otherwise have performed. 
The same exchanges may be made, the same quantity of consumable 
goods may be circulated and distributed to their proper consumers, 
by means of his promissory notes, to the value of a hundred thou- 
sand pounds, as by an equal value of gold and silver money. Eighty 
thoumd pounds of gold and silver, therefore, can, in this maimer, 
be spared from the circulation of the country; and if difiEoent opera- 
tions of the same kind should, at the same time, be carried on by 
many diderent banks and bankers, die whole circukrion may thus 
be conducted with a fifth part only of the gold and silver which 
would otherwise have been requisite. 

smd^nmtylxmkets Let US suppose, for example, dia« the whide dreu- 
de die same, fom- kdng money of some particular country amounted, 
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^ particular time, to one million sterling, that 
circulating may^be sum being then suflScicnt for circulating the whole 
smt abroad, annual produce of their land and labour. Let us sup- 

pose too, that some time thereafter, different banks and bankers 
issued promissory notes, payable to the bearer, to the extent of one 
million, reserving in their different coffers two himdred thousand 
pounds for answering occasional demands. There would remain, 
therefore, in circulation, eight himdred thousand pounds in gold 
and silver, and a million of bank notes, or eighteen hundred thou- 
sand pounds of paper and money together. But the annual produce 
of the land and labour of the country had before required only one 
million to circulate and distribute it to its proper consumers, and 
that annual produce cannot be immediately augmented by those 
operations of banking. One million, therefore, will be sufficient to 
circulate it after them. The goods to be bought and sold being pre- 
cisely the same as before, the same quantity of money will be 
sufficient for buying and selling them. The channel of circulation, 
if I may be allowed such an expression, will remain precisely the 
same as before. One million we have supposed sufficient to fill that 
channel. Whatever, therefore, is poured into it beyond this sum, 
cannot run in it, but must overflow. One million eight hundred 
thousand pounds arc poured into it. Eight hundred thousand 
pounds, therefore, must overflow, that sum being over and above 
what can be employed in the circulation of the country. But though 
this sum cannot be employed at home, it is too valuable to be 
allowed to lie idle. It will, therefore, be sent abroad, in order to 
seek that profitable employment which it cannot find at home. But 
the paper cannot go abroad; because at a distance from the banks 
which issue it, and from the country in which payment of it can 
be exacted by law, it will not be received in common payments. 
Gold and silver, therefore, to the amount of eight hundred thousand 
pounds will be sent abroad, and the channel of home circulation 
wiU remain fiUcd with a million of paper, instead of the milUon of 
those metals which filled it before. 

mdexchmgtdfor But though SO great a quantity of gold and silver 
is thus sent abroad, we must not imagine that it h 
sent abroad for nothing, or that its proprietors make a present of 
it to foreign nations. They will excbmge it for foreign goods of 
some kind or another, in order to supply the consumption eiiher 
of some other foreign country, or of dheir own. 
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^ther to supply the If they employ it in purchasing goods in one foreign 

consumption of i 11 . ^ 

another countiy, in Country m order to supply the consumption of 

't^llbe^n^'H^^ another, or in what is called the carrying trade, 
todtet^Mw^of whatever profit they make will be an addition to 
the country, the neat revenue of their own country. It is 

like a new fund, created for carrying on a new trade; domespe 
business being now transacted by paper, and the gold and silv 
being converted into a fimd for this new trade. 
fLwwpSw* ^ employ it in purchasing foreign goods fcJ 
of luxuries, {2) of home consumption, they may either, first, pure 
materials, tools and goods as arc likely to be consumed by idle 

people who produce nothing, such as foreign wines, 
foreign silks, &c.; or, secondly, they may purchase 
an additional stock of materials, tools, and pro- 
visions, in order to maintain and employ an additional number of 
industrious people, who rc-producc, with a profit, the value of their 
annual consumption. 

If to supply luxuries So far as it is employed in the first way, it promotes 
^mpZ^ein- pr<xligalit7, increases expence and consumption 
creased; without increasing production, or establishing any 

permanent fund for supporting that expence, and is in every respect 
hurtful to the society. 

So far as it is employed in the second way, it pro- 
motes industry; and though it increases the con- 
sumption of the society, it provides a permanent 
fund for supporting that consumption, the people 
who consume re-producii^, with a profit, the 
whole value of their annual consumption. The gross revenue of the 
sodfity, the annual produce of their land and labour, is increased by 
the whole value which the labour of those workmen addi^to the 
materials upon which they arc employed; and their neat revenue by 
what remains of this value, after deducting what is necessary for 
supporting the tools and instruments of their trade. 

The greater part if That the greater part of the gold and silver which, 
^s^^Md^^ being forced abroad by those operations of bank- 
riimsmaterudst^, ing, is employed in purchasing foreign goods for 
home consumption, is and must be employed in purchadng those 
of this second kind, seems not only probable but almost tmavoid- 
able. Hiou^ some particular men may sometimes mcrease ihdr 
eaepence very consid^ably though their revenue docs not hwesse 


if to supply 
materials, &c., 
a permanent 
fund for supporting 
consumption is 
provide. 
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at all, we may be assuted that no class or order of men ever does 
so; because, diot^ dbe principles of conunon prudence do not 
always govern the conduct of every individual, they always in- 
fluence that of the majority of every class or order. But the revenue 
of idle people, considered as a class or order, cannot, in the smallest 
degree, be increased by those operations of banking. Their expence 
in general, therefore, cannot be much increased by them, tlmugh 
that of a few individuals among them may, and in reality sometimes 
is. The demand of idle people, therefore, for foreign goods, being 
the same, or very nearly the same, as before, a very small part 
of the money, which being forced abroad by those operations 
of banking, is employed in purchasing foreign goods for home 
consumption, is likely to be employed in purchasing those for 
their use. The greater part of it will naturally be destined for the 
employment of industry, and not for the maintenance of idle- 


ness. 

The quantity of in- When wc compute the quantity of industry which 
dtuuy which the the circulating capital of any society can employ, 
mnem^i^u^ier- always have r^ard to those parts of it 

mined by the pro- only, which Consist in provisions, materials, and 
a^‘^ttishedumrk, hohhcd work: the other, which consists in money, 
and not at all by the and which scrvcs Only to circulate dhose three, must 
quantity of money, jjg deducted. In order to put industry into 

motion, three things are requisite; materials to work upon, tools to 
work with, and the wages or recompence for the sake of which the 
work is done. Money is neither a material to work upon, nor a tool 
to work with; and though the wages of the workman are comr 
monly paid to him in money, his real revenue, like that of all other 
men, consists, not in the money, but in the money’s worth; not in 
the metal pieces, but in what can be got for them. 

The quantity of industry which any capital can employ, mu^ 
evidently, be equal to the number of workmen whom it can supply 
wifli inat<»rtaU, tools, and ^ maintenance suitable to the nature o£ 
the work. Money may be requisite for purchasing dhe materials and 
tools of the work, as well as the maintnuince of the workmen. But 
the quantity of indusny which the whole capital can einploy, it 
certainly not equal both to the money which purchases, and to the 
materials, tools, and maintenance, which are purchased widx it; W 
tmly to one or other cd* those two values, and to the lanoc more 
properly than to he former. 
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TTie suhstitutiott of When paper is substituted in the room of gold and 
silver money, the quantity of the materials, tools, 
matertab, tools, and and maintenance, which the whole circulating 

®"PP^y* "“y ^ increased by the whole 
and silper money, value of gold and silver which used to be employed 
in purchasing them. The whole value of the great wheel of circu- 
lation and distribution, is added to the goods which arc circulatW 
and distributed by means of it. The operation, in some measurf , 
resembles that of the undertaker of some great work, who, in con- 
sequence of some improvement in mechanics, takes down liis old 
machinery, and adds the difference between its price and that of the 
new to his circulating capital, to the fund from which he furnishes 
materials and wages to his workmen.^ 

The^tantityof What is the proportion which the circulating 
to of country bears to the whole value of 

whole produce, but the annual produce circulated by means of it, it is, 
part^s^^edto^^^ perhaps, impossible to determine. It has been com- 
maintain industry, putcd by different authors at a fifth, at a tenth, at a 
twentieth, and at a thirtieth part of that value.* But how small 
soever the proportion which the circulating money may bear to the 
whole value of the annual produce, as but a part, and frequently but 
a small part, of that produce, is ever destined for the maintenance 
of industry, it must always bear a very considerable proportion to 
that part. When, therefore, by the substitution of paper, the gold 
and silver necessary for circulation is reduced to, perhaps, a fifth 
part of the former quantity, if the value of only the greater part of 
the other four-fifths be added to the funds which arc destined for 
the maintenance of industry, it must make a very considerable 
addition to the quantity of that industry, and, consequently, to the 
value of the annual produce of land and labour. 

An i^atUm of ^ An operation of this kind has, within these five-and- 
SrKSrfS twenty or thirty years, been performed in Scot- 
atedhtd ^uu. land, by the erection of new banking companies in 

almost evoy considerable town, and even in some country vilh^es.* 
The effects of it have been precisely those above described. The 
business of the country is almost entirely carried on by means of 


> fAbove. pp. 303, J04.] 

* itt Vemm St^ienH it £40^300,000 for the iocome and £6fiOO,ooo 
(at the coia. Gtegory King’i eitimate if X^3,5oo.ooo for the income and no im than 
^11,300,000 {<x die coin, in Geo. Chalmers, EsHnute, iSoa. pp. 423, 437-1 

• {Bdow, p. 327.} 
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the paper of those difiercnt banking companies, with which pur- 
chases and payments of all kinds arc commonly made. Silver very 
seldom appears except in the ch^gc of a twenty shillings bank 
note, and gold still scldomer. But though the conduct of aU those 
different companies has not been unexceptionable, and has accord- 
ingly required an act of parliament to regulate it; the coimtry,^ not- 
withstanding, has evidently derived great benefit from their trade. 

I have heard it asserted, that the trade of the city of Glasgow, 
doubled in about fifteen years after the first erection of the banks 
there; and that the trade of Scotland has more than quadrupled since 
the first erection of the two public banks at Edinburgh, of which 
the one, called The Bank of Scotland, was established by act of 
parliament in 1695; other, called The Royal Bank, by royal 
charter in 1727.* Whether the trade, either of Scotland in general, 
or of the city of Glasgow in particular, has really increased in so 
great a proportion, during so short a period, I do not pretend to 
know. If either of them has increased in this proportion, it seems 
to be an effect too great to be accounted for by the sole operation 
of this cause. That the trade and industry of Scotland, however, have 
increased very considerably during this period, and that the banks 
have contributed a good deal to this increase, cannot be doubted. 
There was at the The value of the silver money which circulated in 
Scotland before the union, in 1707, and which, 
gold and silver immediately after it, was brought into the bank of 

ThTr^'sn^haffa Scotland in order to be re-coined, amounted to 

milHon. 411,117 L 10 s. 9 d. Sterling. No account has been 

got of the gold coin; but it appears from the ancient accounts of 
die mint of Scotland, that the value of the gold aimually coined 
somewhat exceeded that of the silver.* There were a good many 
people too upon this occasion, who, from a diffidence of repayment, 
did not bring their silver into the bank of Scotland: and there was, 
besides, some English coin, which was not called in.* The whole 
value of the gold and silver, therefore, which circulated in Scotland 


^ [Mis{>rm«ed ‘contrary* in cd. 5.] 

• [Adam Anderson, Commerce^ a.d. 1695*] . « 

» See Ruddiman*» Preface to Ander$on*s Diplomata, drc. Scotiae. [Pp. *4, 85* See 

[nh^ foOy ^flw misers or the fear diat people might have oflosing 
or vadoas other daiigen and accidents, prevented very many of the old Soots 
from being brought in/ op. cit, p. 175* Ruddiman in a note, op. dfc, p. asx, HChe 

En^ mm waTako ordained to be caHed in,’ but docs not indude it in his estimate 
of not Im than ^900,000, p. 176*] 
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before the union, cannot be estimated at less than a million sterling. 

It seems to have constituted almost the whole circulation of that 
country; for though the drculatipn of the bank of Scotland, which 
had then no rival, was considerable, it seems to have made but a 
very small part of the whole. In the present times the whole art- 
eolation of Scotland cannot be estimated at less than two millions, 
of which that part which consists in gold and silver, most probabm 
does not amount to half a million. But though the circulating goloi 
and silver of Scotland have suffered so great a diminution during\ 
this period, its real riches and prosperity do not appear to have \ 
suffered any. Its agriculture, manu&ctures, and trade, on the con- 
trary, the annual produce of its land and labour, have evidently 
been augmented. 

Notes are ordinarily ^7 ‘iiscounting bills of exchange, that 

issued hy discount- is, by advancing money upon them before they are 
tng Mis, gfgatgr part of banks and bankers issue 

their promissory notes. They deduct always, upon whatever sum 
they advance, the legal interest till the bill shall become due. The 
paymoit of the bill, when it becomes due, replaces to the bank the 
value of what had been advanced, together with a clear profit of 
the interest. The banket who advances to the merchant whose bill 
he discounts, not gold and silver, but his own promissory notes, 
has the advantage of being able to discount to a greater amount by 
the whole value of his promissory notes, which he finds by ex- 
perience, are commonly in circulation. He is thereby enabled to 
make his dear gain of interest on so much a larger sum. 
but the Scotch banks The commerce of Scotland, which at preseitf is not 
iniieHted thesystem very great, was Still more inconsiderable when the 
ofcashaecotmts, companies were establish^; and 

diose companies would have had but little trade^ had they confined 
their boaness to the discounting of bills of exchange. They invented, 
therefore, anodi« method of issuing dieir promissory notes; by 
gtaming, what they called, cash accounts, that is by givii^ aredit 
to the extent of a certain sum (two or three thousand pounds, for 
exam^), to any individual who could procure two persons of 
undoubted credit and good landed estsne to become nirety for him, 
diat whatever money should be advanced to him, within the siun 
£» which the aedit had been given, diould be repaid uptm demand, 
to^^thor v(^ the legal interest Credits of tins land ate, I believe, 
by banks and bankea in all diSetmt parts of the 
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world. But the easy terms upon which the Scotch banking com- 
panies accept of re-payment are, so fur as I know, peculiar to them, 
and have, perhaps, been the principal cause, both of the great trade 
of those companies, and of the benefit which the country has 
received from it. 

which enable them Whoever has a credit of this kind with one of those 
to issue notes Companies, and borrows a thousand pounds upon 

it, for example, may repay this sum piece-meal, by 
twenty and thirty pounds at a time, the company discounting a 
proportionable part of the interest of the great sum from the day 
on which each of those small sums is paid in, till the whole be in 
this manner repaid. All merchants, therefore, and almost all men of 
business, find it convenient to keep such cash accounts with them, 
and are thereby interested to promote the trade of those companies, 
by readily receiving their notes in all payments, and by encouraging 
all those with whom they have any influence to do the same. The 
banks, when their customers apply to them for money, generally 
advance it to them in their own promissory notes. These the mer- 
chants pay away to the manufacturers for goods, the manufacturers 
to the farmers for materials and provisions, the farmers to their 
landlords for rent, the landlords repay them to the merchants for 
the conveniendes and luxuries with which they supply them, and 
the merchants again return them to the banks in order to balance 
their cash accounts, or to replace what they may have borrowed of 
them; and thus almost the whole money business of the coimtry is 
transacted by means of them. Hence the great trade of those 


companies. 

and make it possible By means of those cash accounts every merdhant 
for every merchant ^an, without imprudence, carry on a greater trade 
than he otherwise could do. If there are two mer- 
wise could. chants, one in London, and the other in Edinburgh, 

who employ equal stocks in the same branch of trade, the Edin- 
burgh merchant can, without unprudcnce, carry on a greater trade 
and give employment to a greater number of people than the 
London merchant The London merchant must always keep by him 
a considerable sum of money, cither in his own coffers, or in those 
of his banbnr, who gives him no interest for it, in order to ans^^w 
the demands continually coming upon him for payment of ite 
goods whkh he pmeha^ upon creat. the ordh^ ambnnt Of 

this sum he supposed five hundred pounds. The value of the goods 
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in his warehouse must always be less by five hundred pounds than 
it would have been, had he not been obliged to keep such a sum 
unemployed. Let us suppose that he generally disposes of his whole 
stock upon hand) or of goods to the value of his whole stock upon 
hand) once in the year. By being obliged to keep so great a sum 
unemployed, he must sell in a year five hundred pounds worth lass 
goods than he might otherwise have done. His annual profits must 
be less by all that he could have made by the sale of five hundred 
pounds worth more goods; and the number of people employed ii\ 
preparing his goods for the market, must be less by all those thaf< 
five hundred pounds more stock could have employed. The mer- 
chant in Edinburgh, on the other hand, keeps no money un- 
employed for answering such occasional demands. When they 
actually come upon him, he satisfies them from his cash account with 
the bank, and gradually replaces the sum borrowed with the money 
or paper which comes in from the occasional sales of his goods. 
With the same stock, therefore, he can, without imprudence, have 
at all times in his warehouse a larger quantity of goods than the 
London merchant; and can thereby both make a greater profit him- 
sdC and give constant employment to a greater number of indus- 
trious people who prepare those goods for the market. Hence the 
great benefit which the country has derived from this trade. 

The Scotch banks The facility of discounting bills of exchange, it may 
c^ntMswhm thought indeed, gives the English merchants a 

re(pHred. convenicncy equivalent to the cash accounts of the 

Scotch merchants. But the Scotch merchants, it must be remem- 
bered, can discount their bills of exchange as easily as the English 
xnerchaats; and have, besides, the additional convenicncy of their 
cash accounts. ^ 

The u^le cf^he whole paper money of every kind which can 

easily circulate in any country never can exceed the 
silver, of which it supplies 
tumid been re- the placc, or which (the commerce being supposed 
q^edm its absence, would circulate there, if there was no 

{opet snoney. J£ twenty shilling notes, for examjde, are lowest 
p^per money current in Scodai^ the whole of that currency 
can cadly drculattt dtere cannot exceed the sum of gold and diver 
windii would be necessary £>r transacting dte animal oedumg^ of 
twenty shiUmg. value and upwards usu^y ucansacted wiibin that 
country. Shot^ the drcolating paper at any time exceed diat sum, 
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as the excess could neither be sent abroad nor be employed in the 
circulation of the country, it must immediately return upon the 
banks to be exchanged for gold and silver. Many people would 
immediately perceive that they had more of this paper than was 
necessary for transacting their business at home, and as they could 
not send it abroad, they would immediately demand payment of 
it from the banks. When this superfluous paper was converted into 
gold and silver, they could ea^y find a use for it by sending it 
abroad; but they could find none while it remained in the shape of 
paper. There would immediately, therefore, be a run upon the 
banks to the whole extent of this superfluous paper, and, if they 
shewed any difficulty or backwardness in payment, to a much 
greater extent; the alarm, wliich tliis would occasion, necessarily 
increasing the run. 

Over and above the expences which arc common 
to every branch of trade; such as the expence of 
house-rent, the wages of servants, clerks, account- 
ants, &:c.; the expences peculiar to a bank consist 
chiefly in two articles: First, in the expence of keep- 
ing at all times in its coffers, for answering the occasional demands 
of the holders of its notes, a large sum of money, of which it loses 
the interest: And, secondly, in the expence of replenishing those 
coffers as fast as they arc emptied by answering such occasional 
demands. 


The peculiar^x^ 
penses of a bank are 
(t) the keeping and 
(2) the replenishing 
if a stock of money 
with which to repay 
notes. 


A bank which issues A banking company, which issues more paper than 
m^'imea^lMh^ ^ employed in the circulation of the country, 
the first and of which the excess is continually returning 

upon diem for payment, ought to increase the quantity of gold and 
silver, which they keep at all times in their coders, not only in pro- 
portion to this excessive increase of their circulation, but in a much 
greater proportion; their notes retumit^ upon them much dister 
than in proportion to the excess of their quantity. Such a company, 
therefore, ought to inaease the first article of their expence, not 
only in proportion to this forced increase of dieir business, but in 
a nuuh greater proportion. 

and the second The coffers of such a company too, thoi^h they 

expaue, ought to be filled much fiiUer, yet must etn^ 

themselves much fitscer than if dieir business was ctmfined ydllihi 
more teastmable bounds, and must require, not only a more 
buta more constant and uninterrupted exertion of expence in order 
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to replenish them. The coin too, which is thus continually drawn 
in such large quantities &om their coffers, cannot be employed in 
the circulation of the coimtry. It comes in place of a paper which 
is over and above what can be employed in that circulation, and 
is therefore over and above what can be employed in it too. But 
as that coin will not be allowed to lie idle, it must, in one shape oi 
another, be sent abroad, in order to find that profitable employ-i 
ment which it cannot find at home; and this continual exportation^ 
of gold and silver, by enhancing the difficulty, must necessarily^ 
enhance still further the cxpence of the bank, in finding new gold 
and silver in order to replenish those coffers, which empty them- 
selves so very rapidly. Such a company, therefore, must, in propor- 
tion to this forced increase of their business, increase the second 
article of their expcnce still more than the first. 
as may be shoum by Let US suppose that all the paper of a particular bank, 
an example. which the circulation of ffie country can easily 
absorb and employ, amounts exactly to forty thousand pounds; and 
that for answering occasional demands, this bank is obliged to keep 
at all times in its coffen ten thousand pounds in gold and silver. 
Should this bank attempt to circulate forty-four thousand pounds, 
the four thousand pounds which arc over and above what the circu- 
lation can easily absorb and employ, will return upon it ahnost as 
fiurt: as they are issued. For answering occasional demands, therefore, 
this bank ought to keep at all times in its coffers, not eleven thou- 
sand pounds only, but fourteen thousand pounds. It will thus gain 
nothing by the interest of the four thousand pounds excessive circu- 
lation; and it will lose the whole expence of continually collecting 
four thousand pounds in gold and silver, which will be continually 
going out of its coffers as fast as they are brought into them. 

Batiks have sme- Had every particular banking company a^ays 
times fwtuttderstocd understood and attended to its own particular 
interest, the circulation never could have been 
overstocked with paper money. But every particular banking com- 
pany has not always understood or attended to its own |liurticular 
interest, and the circulation has firequently been ovetsto<^ed with 
paper money* 

theBm^taf By issuing too great a quantity of paper, of which 
the excess was continually returning, an order to be 
fsxchmgei for gold and silver, the bank of England was for many 
years together ob%ed to coin gold to the extent of between aght 
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hundred thousand pounds and a million a year; or at an average, 
about eight hundred and fifty thousand pounds.^ For this great 
coinage the bank (in consequence of the worn and degraded state 
into which the gold coin had fallen a few years ago) was frequently 
obliged to purchase gold bullion at the high price of four pounds 
an ounce, which it soon after issued in coin at 3 L 17 s. ic^ d. an 
ounce, losing in this manner between two and a half and three per 
cent, upon the coinage of so very large a sum. Though the bank 
therefore paid no seignorage, though the government was properly 
at the expence of the coim^e, this Hberality of government did not 
prevent altogether the expcnce of the bank. 
and the Scouh The Scotch banks, in consequence of an excess of 
banks. same kind, were all obliged to employ con- 

stantly agents at London to collect money for them, at an expence 
which was seldom below one and a hjf or two per cent. This 
money was sent down by the waggon, and insured by the carriers 
at an additional expence of three quarters per cent, or fiifte^ 
shillings on the hundred pounds. Those agents were not always able 
to replenish the coffers of their employers so fast as they were 
emptied. In this case the resource of the banks was, to draw upon 
their correspondents in London bills of exchange to the extent of 
the sum which they wanted. When those correspondents afterwards 
drew upon them for the payment of this sum, together with the 
interest and a commission, some of those banks, from the distress 
into which their excessive circulation had thrown them, had some- 
times no other means of satisfying this draught but by drawing 
a second set of bills cither upon the same, or upon some other 
correspondents in London; and the same sum, or rather bills for 
the same sum, would in this manner make sometimes more dian 
two or three joumics: the debtor bank, paying always the interest 
and commission upon the whole accumidatcd sum. Even those 
Scotch banks which never distinguished theniselvcs by their cx-^ 
treme imprudence, were sometimes obliged to employ this ruinous 
resource. 

The gold coin which was paid out either by the bank of England, 


^ [From 1766 to 1771 indusivc the coinage averaged about jC^XO,ooo per anmxfiil ’Hxe 
amount for *ten yean tog^ier' is stated bdow, vol. ii., pp. 59. <SS» to been mj* 
war<b of ^£800.000 a year, though the average for the ten years 1763-1771 was odiy 
£766^, But the indudon of the large coinage of 1773 . War.. £1,3 17.645. would raise 
these avmgcu considerably. See the figures at the end of each year in Marpherson, 
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or by the Scotch banks, in exchange for that part of their paper 
which was over and above what could be employed in the dxciH 
lation of the country, being likewise over and above what could be 
employed in that circulation, was sometimes sent abroad in the shape 
of coin, sometimes melted down and sent abroad in the shape of 
bullion, and sometimes melted down and sold to the bank of Eng- 
land at the high price of four pounds an ounce. It was the newest, 
the heaviest, and the best pieces only which were carefully pickAl 
out of the whole coin, and cither sent abroad or melted down, /k 
home, and while they remained^ in the shape of coin, those heavy 
pieces were of no more value than the light: But they were of more 
value abroad, or when melted down into buUion, at home. The 
bank of England, notwithstanding their great annual coinage, found 
to their astonishment, that there was every year the same scarcity 
of coin as there had been the year before; and that notwithstanding 
the great quantity of good and new coin which was every year 
issued from the bank, the state of the coin, instead of growing 
better and better, became every year worse and worse. Every year 
they found themselves under the necessity of coining nearly the 
same quantity of gold as they had coined the year before, and from 
the continual rise in the price of gold bullion, in consequence of the 
continual wearing and clipping of the coin, the cxpcnce of this great 
annual coinage became every year greater and greater. The bank of 
England, it is to be observed, by supplying its own coffers widi coin, 
is indirectly obliged to supply the whole kingdom, into which coin 
is continually flowing from ihose coffers in a great variety of ways. 
Whatever coin therefore was wanted to support this excessive cir- 
culation both of Scotch and English paper money, whatever 
vacuities this excessive circulation occasioned in the necessary coin 
of the kingdom, the bank of England was obliged to supply them. 
The Scotch banks, no doubt, paid all of them very dearly for their 
own imprudence and inattention. But the bank of England paid 
very dearly, not only for its own imprudence, but for the much 
greater imprudence of almost all the Scotch banks. 

Thitxm^vttir^ The over-ttading of some bold projectors in both 
cuU^n was mtsed parts of the united kingdom, was the original cause 
by opertra^. of this excessive circulation of papa: money. 

A bankm^hiMita What a bank can with propriety advaticc to a mer-* 

dumt or tmdemker of any kind, is not eidiec the 
* [Misprinted 'remain* in ed. 5.J 



MONBY 


CH. n] 


323 


merchants would whole capital with which he trades, or even any 

keepTy^theTin considerable part of that capital; but that part of it 
only, which he would otherwise be obliged to keep 
by him unemployed, and in ready money for answering occasional 
demands. If the paper money which the bank advances never 
exceeds this value, it can never exceed the value of the gold and 
silver, which would necessarily circulate in the country if there was 
no paper money; it can never exceed the quantity which the cir- 
culation of the country can easily absorb and employ. 

This limit is When a bank discounts to a merchant a real bill of 
tdbiito^chanse “change drawn by a real creditor upon a real 
are discounted. debtor, and which, as soon as it becomes due, is 
really paid by that debtor; it only advances to him a part of the 
value which he would otherwise be obliged to keep by him un- 
employed and in ready money for answering occasioxial demands. 
The payment of the bill, when it becomes due, replaces to the bank 
the value of what it had advanced, together with the interest. The 
coffers of the bank, so far as its dealings are confined to such 
customers, resemble a water pond, from which, though a stream is 
continually running out, yet another is continually running in, fully 
equal to that whidi runs out; so that, without any further care or 
attention, the pond keeps always equally, or very near equally full. 
Little or no expcncc can ever be necessary for replenishing the 
coffers of sudi a bank. 

Cashaaounts A merchant, without over-trading, may frequently 
occasion for a sum of ready money, even when 
sme end, he has no bills to discount. When a bank, besides 

discounting his bills, advances him likewise upon such occasions, 
svtch sums upon his cash account, and accepts of a piece meal repay- 
ment as the money comes in from the occasional sale of his goods, 
upon the easy terms of the banking companies of Scotland; it d»- 
penses him entirely from the necessity of keeping any part of his 
stock by him unemployed and in ready money for answetisg 
occasional di-mands. When such demands actually come upon him, 
he can answer them sufficientiy from his cash account. Tfre bank, 
however, in dealing with sudh customers, ought to observe whh 
great attention, wh^er in the course of some short period (of finir, 
five, six, or eight months, for example) the sum of the tepayaWits 
whidi it commonly receives fix»m them, is, or is not, fnlly to 
that of dbe advwces which it commonly makes to (henau 
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the course of such short periods, the sum of the repayments from 
certain customers is, upon most occasions, fully equal to dut of the 
advances, it may safely continue to deal with such custojners. 
Though the stream which is in this case continually running out 
from its coffers may be very large, that which is continually run^ 
ning into them must be at least equally large; so that without any 
further care or attention those coffers are likely to be always equallv 
or very near equally full; and scarce ever to require any extra-^ 
ordinary expence to replenish them. If, on the contrary, the sum of 
the repayments from certain other customers falls commonly very 
much short of the advances which it makes to them, it cannot with 
any safety continue to deal with such customers, at least if they con- 
tinue to deal with it in this manner. The stream which is in this case 
continually running out from its coffers is necessarily much larger 
than that which is continually running in; so that, unless they arc 
replenished by some great and continual effort of cxpcncc, those 
coders must soon be exhausted altogether. 

as they were for a The banking companies of Scotland, accordingly, 
hn^ time by the yffcxc for a long time vcry careful to require fre- 

ocotch bankSf wfuch t t ' r n i • 

reqtdredfiequerumd qucnt and regular repayments irom all their cus- 

rtgular operations, tomcTs, and id not carc to deal with any person, 

whatever might be bis fortune or credit, who did not make, what 

they called, frequent and regular operations with them. By this 

attention, besides saving almost entirely the extraordinary expence 

of replenishing their coifers, they gained two other very con- 

sidoahle advantages. 

(to (i) were Hrst, by this attention they were enabled to make 
rfnimffimn-rtf** some tolerable judgment concerning the thriving 
their Mrtors, or declining circumstances of their debtors, without 
being obliged to look out for any other evidence besides what thek 
own books afforded them; men being for the most part either 
r^ular or irrt^ular in their repayments, according as their dreum- 
staaces are eifher thiivisg or declining. A private man who lends 
out his money to perhaps half a dozen or a dozen of debtors, may, 
either by himself or his sgents, observe and enquire both constantly 
and cardfotty into the conduct and attiation of each of them. But a 
banking company, which lends money to perhaps five hundred 
different people, and of which the attenticBi is (xmtittually occupied 
W oliyccts of a very different kind, can have no regular t^ormation 
ebficeniing the conduct and circumstaaces of the greater oi its 
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debtors beyond what its own books afford it.^ In requiring frequmt 
and regular repayments from all their customers, the banking com- 
panies^of Scotland had probably this advantage in view. 
and (2) were Secondly, by this attention they secured themselves 
u^ingtoo^^ch possibility of issuing more paper money 

paper. than what the circulation of the country could 

easily absorb and employ. When they observed, that within moder- 
ate periods of time the repayments of a particular customer were 
uponmost occasions fully equal to the advances which they had made 
to him, they might be assured that the paper money which they had 
advanced to him, had not at any time exceeded the quantity of gold 
and silver which he would otherwise have been obliged to keep 
by him for answering occasional demands; and that, consequently, 
the paper money, which they had circulated by his means, had not 
at any rime exceeded the quantity of gold and silver which would 
have circulated in the country, had there been no paper money. The 
frequency, regularity and amounts of his repayments would sufS- 
cicntly demonstrate that the amount of their advances had at no 
time exceeded that part of his capital which he would otherwise have 
been obliged to keep by him unemployed and in ready money for 
answering occasional demands; that is, for the purpose of keeping 
the rest of his capital in constant anployment. It is this part of his 
capital only which, within moderate periods of rime, is continually 
returning to every dealer in the shape of money, whether paper or 
coin, and continually going from him in the same shape. If the 
advances of the bank had commonly exceeded tliis part of his capi- 
tal, the ordinary amount of his repayments could not, within 
moderate periods of rime, have equalled the ordinary amount of its 
advances. The stream which, by means of his dealings, was con- 
tinually running into the coffers of the bank, could not have been 
equal to the stream which, by means of the same dealu^s, was con- 
tinually running out. The advances of the bank paper, by exceeding 
the quantity of gold and silver which, had ^ere bem no such 
advances, he would have been obliged to keep by him for answering 
occasional demands, might soon come to exceed the whole quantity 
of gold and silver which (the commerce being supposed 
same) would have arculatcd in the country had there been no 
paper money; and consequently to exceed the quantity whidtt dife 

^ {But at Playfiir {ed. of iVe^dth of Nations, vci i., p. 47a) pointt but, tib mmet 
customaii » haxdk ha* the more it is iihdy to know the transactions of each of them.] 
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circulation of the country could easily absorb and employ; and the 
excess of this paper money would immediately have returned upon 
the bank in order to be exchanged for gold and silver. This speond 
advantage, though equally real, was not perhaps so well understood 
by aU the diflFcrcnt banking companies of Scotland as the first. 
Bankers' loans ought 'When, patdy by the convcniency of discountiiW 
tobeonlyfo^moder- bills, and partly by that of cash accounts, the 
ate periods of time, creditable traders of any country can be dispense^ 
from the necessity of keeping any part of their stock by them im^ 
employed and in ready money for answering occasional demands,, 
they can reasonably expect no farther assistance from banks and 
bankers, who, when they have gone thus far, cannot, consistently 
with their own interest and safety, go farther. A bank cannot, 
consistently with its own interest, advance to a trader the whole or 
even the greater part of the circulating capital with which he trades; 
because, though that capital is continually returning to him in the 
shape of money, and going from him in the same shape, yet the 
whole of the returns is too distant from the whole of the outgoings, 
and the stmi of his repayments could not equal the sum of its ad- 
vances within such mo^rate periods of time as suit the conve- 
nicncy of a bank. Still less could a bank afford to advance him any 
considerable part of his fixed capital; of the capital which the under- 
taker of an iron forge, for example, employs in erecting his forge 
and smelting-house, his work-houses and warehouses, the dwelling- 
houses of his workmen, &c.; of the capital which the undertaker of 
a mine employs in sinking his shafts, in erecting engines for drawing 
out the water, in xmdung roads and waggon-ways, &c.; of the 
capital which the person who undertakes to improve land employs 
in clearing, draining, enclosing, manuring, and ploughix^waste 
and uncultivated fields, in building farm-houses, with ^ their 
necessary appendages of stables, granaries, &c. The returns of the 
fixed capitd are in almost all cases much slower than those of the 
circulating capital; and such expences, even when laid out with the 
greatest prudence and judgment, very seldom return to the under- 
taker till after a period of many years, a period by fiut coo distant to 
suit the ccnvcniaicy of a bank. Traders and other undertakers may, 
no doubt, with great propriety, cany on a very considerable part of 
their projects with borrowed money. In justice to their creditors, 
however, tiidr own capital ought, in this case, to be sufficient to 
I tnzy say so* the capi^ of those aedttors; or to render it 
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extremely improbable that those creditors should incur any loss, 
even though the success of the prcycct should fall very much short 
of the expeaation of the projectors. Even with this precaution too, 
the money which is borrowed, and which it is meant should not be 
repaid till after a period of several years, ought not to be borrowed 
of a bank, but ought to be borrowed upon bond or mortgage, of 
such private people as propose to live upon the interest of their 
money, without taking the trouble themselves to employ the capi- 
tal; and who are upon that account willing to lend that capital to 
such people of good credit as arc likely to keep it for several years. 
A bank, indeed, which lends its money without the expence of 
stampt paper, or of attomies fees for drawing bonds and mortgages, 
and which accepts of repayment upon the easy terms of the banldng 
compames of Scotland; would, no doubt, be a ver)/* convenient 
creditor to such traders and undertakers. But such traders and under- 


takers would, surely, be most inconvenient debtors to such a 
bank. 


Mere than twenty^ 
five years ago the 
proper amount of 
paper money had 
been reached in 
Scotland, 


It is now more than five-and-twenty years since the 
paper money issued by the different banking com- 
panies of Scotland was fully equal, or rather was 
somewhat more tLin fully equal, to what the 
circulation of the country could easily absorb and 


employ.^ Those companies, therefore, had so long ago given all the 


assistance to the traders and other undertakers of Scotland which it is 


possible for banks and bankers, consistently with their own interest, 
to give. They had even done somewhat more. They had over- 
traded a little, and had brought upon themselves that loss, or at 
least that diminution of profit, which in this particular business 
never fails to attend the smallest degree of over-trading. Those 
but the traders were traders and Other undertakers, having got so much 
mteontentt assistance from banks and bankers, wished to get 

still more. The banks, they seem to have thought, could extaid 
their credits to whatever sum might be wanted, without incurring 
any other expence besides that of a few reams of paper. They 
complained of the contracted views and dastardly spirit of Ae 
direaon of Aosc banb, which did not, they said, extend tWr 
credits in proportion to the extension of the trade of Ac country; 
meaning, no doubt, by Ac extension of that trade the extension of 
their own projects heyond what they could carry on, aAer with 


1 {Ab^vc, p, 314*1 
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tlidr own capital, 01 with what they had credit to borrow of private 
people in the usual way of bond or mortgage. The banks, they seem 
to have thought, were in honour bound to supply the deficiency, 
and to provide them 'with all the capital which they wanted to trade 
with. The banks, however, were of a difierent opinion, and upon 
their refusing to extend their credits, some of those traders hap 
recourse to an expedient which, for a time, served their purposa 
though at a much greater expence, yet as effectually as the utmost 
extension of bank credits could have done. This 
rtsorted to Aaunng expedient was no other than the well-kno'wn shift 
aninirawmg, drawing and re-draviTng; the shift to which 

unfortunate traders have sometimes recourse when they are upon 
the brink of bankruptcy. The practice of raising money in this 
manner had been long known in England, and during the course 
of the late war, when the high profits of trade afforded a great 
temptation to over-trading, is said to have been carried on to a very 
great extent. From England it was brought into Scotland, where, 
in proportion to the very limited commerce, and to the very mod- 
erate capital of the country, it was soon carried on to a much 
greater extent than it ever had been in England. 
wkkhiludlbe The practice of drawing and redrawing is so well 
explained. known to all men of business, that it may perhaps 

be thought lumecessary to give any account of it. But as tl^ book 
may come into the hands of many people who are not men of 
business, and as the effects of this practice upon the banking trade 
are not perhaps generally understood even by men of bufiness 
themselves, I shall endeavour to explain it as distinctly as I can. 
aifa of exchange Customs of merchants, which were established 

have extraordinary when the barbarous laws of Europe did not aiforce 
privily. performance of their contracts, and ■Rrhich 

dorii^ die course of die two last centuries have been adopted into 
die hrm of all European nations, have given such extraordinary 
|»divil^es to bills of exchange, that money is more readily advanced 
upon ^em, dian upon any other species of obligation; espeettUy 
when dtey are made payable within so short a period as two or 
datee ntmnhs afier their date. If, when the bill becotnes due, (he 
aoqeptor does not pay it as soon as it is {Resented, he becomes from 
momem a bankrupt. Tlie biU is protested, and xemim npon the 
dkawee, who, if he does not immediately pay it, becomes hke^^ a 
hapoknipt. If, before it came to the person who premnts it to die 
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acceptor for payment, it had passed through the hands of several 
other persons, who had successively advanced to one annrW the 
contents of it either in money or goods, and who to express that 
each of them had in his turn received those contents, had all of 
in their order endorsed, that is, written their names upon the back 
of the bill; each endorser becomes in his turn liable to the owner of 
the bill for those contents, and, if he fails to pay, he becomes too 
&om that moment a bankrupt. Though the drawer, acceptor, and 
endorsers of the bill should, all of them, be persons of doubtful 
credit; yet stiU the shortness of the date gives some security to the 
owner of the bill. Though all of them may be very likely to become 
bankrupts; it is a chance if they all become so in so short a time. The 
house is crazy, says a weary traveller to himself, and will not stand 
very long; but it is a chance if it falls to-night, and I will venture, 
therefore, to sleep in it to-night. 

So tm> parsons, one The trader A in Edinburgh, we shall suppose, draws 
/" M^urg^^uld * tipon B in London, payable two months after 
draw bills on each date. In reality B in London owes nothing to A in 
Edinburgh; but he agrees to accept of A’s bill, upon 
condition that before the term of payment he shall redraw upon A in 
Edinburgh for the same sum, together with the interest and a com- 
mission, another bill, payable likewise two months after date. B 
accordingly, before the expiration of the fint two months, re-draws 
this bill upon A in Edinburgh; who, again, before the expiration of 
the second two months, draws a second bill upon B in London, 
payable likewise two months after date; and brfore the expiration 
of the third two months, B in London re-draws upon A in Edin- 
burg another bill, payable also two months after date. This prac- 
tice has sometimes gone on, not only for several months, but for 
several years together, the bill always returning upon A in Edin- , 
burgh, with the accumulated interest and commission of all the 
former bilk. The interest was five per cent, in the year, and ihe 
commission was never less than one half pw cent, on each dtaug^. 
This conunissitm being repeated more dian six times in the year, 
whatever money A might raise by this ea^edimt must necesxaz% 
have cost him somedi^ mote than eight per cait. in dbe y^, 
and sometimes a great ded more; when either the pace of 'jha- 
comnfisnon happened to rise, or when he was obliged to pay ciMJfc 
pound intemt upon the interest and commissiem of fisroM 

This ptaoace was called raising mcmey by circulation. 
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Much m0t$ey was ^ * country where the ordinary profits of stock in 
raised in this expert- the greater part of mercantile projects are supposed 

stpc way, ^ 1 . , ^ , * * - 

to run between six and ten per cent., it must have 
been a very fortunate speculation of which the returns could not 
only repay the enormous expence at which the money was thus 
borrowed for carrying it on; but afford, besides, a good surplT 
profit to the projector. Many vast and extensive projects, howeve 
were undertaken, and for several years carried on without any ot 
fund to support them besides what was raised at this enormout 
expence. The projectors, no doubt, had in their golden dreams the 
most distinct vision of this great profit. Upon their awaking, how- 
ever, dither at the end of their projects, or when they were no longer 
able to carry them on, they very seldom, I believe, had the good 
fortune to find it.* 

The bill on London The bills which A in Edinburgh drew upon B in 
London, he regularly discounted two months 
tht hill Oft Edith- bcforc they were due with some bank or banker in 


* The method described in the text was by no means cither the most common or the 
most expensive one in whidi those adventurers sometimes raised money by arcularion. 
It frequently happened that A in Edinburgh would enable B in London to pay the first 
bill of exchange by drawing, a few days before it became due, a second bill at three 
months date upon the same B in London. Hiis bill, being payable to his own order, A 
sold in Edinburgh at par; and with its contents purchased bills upon London payable at 
sight to the order of B, to whom he sent them by the post. Towards the end of the late 
war, the exchange between Edinburgh and London was frequently three per cent, 
against Edinburgh, and those bills at sight must frequently have cost A that premium. 
This transaction therefore being repeated at least four times in tbc year, and being 
loaded widi a commission of at least one half per cent, upon each repetition, must at 
that period have cost A at least fourteen per cent, in the year. At other times A would 
enable B to discharge the first bUl of exchange by drawing, a few days bcforc it became 
due, a second bill at two months date; not upon B, but upon some third person, C, for 
example, in London. This other bill was made payable to the order of B, who, upon 
its bemg accepted by C, discounted it with some banker in London; and A Inpblcd C 
to discharge it by drawing, a few days before it became due, a third bill, likewise at 
two months date, sometimes upon his first conespondent B, and sometimes upon some 
fborth Of fifth person, D or E, for example. This third bill was made payable to the 
order of C; who, as soon as it was accepted, discounted it in the same manner with 
some batsker in Lotion. Such oj^ations being repeated at least six times in the year, 
and being l^ded with a commission of at least one-half per cent, upon each repetition, 
tqgether widb the legal interest of five per cent, this method of raising money, in the 
mme manner as <hat dmeribed in the text, must have cost A somemitig more than 
eight per cent By saving, however, the exchange between Edinburgh and London 
It was feis eiqpenfi^ fiian that mentioned in the ibeegomg part of this note; but 
dm St ro^isiied an established credit with more houses than one in London, an 
^ :nd«antage whidi many these adventurers could not always find it easy to ptocure. 

{lliif note ajm^ fi*»t in cd. a. Playfeir observes that the oalasbfion of rite lo» 
^14 per cent, by the first method is wrong, since ‘if A at Edinburgh negotiated his 
wb on London at 3 per cent, loss, he would gain as mudh in piiraaimg hifla 
fmdon whh *e istoisey/--Ed. of WeM vol i, p, 4t3. mm.) 
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burgh discounted in Edinburgh; and the bills which B in London re- 
Undon, drew upon A in Edinburgh, he as regularly dis- 

counted either with the bank of England, or with some other 
bankers in London. Whatever was advanced upon such circulating 
bills, was, in Edinburgh, advanced in the paper of the Scotch banks, 
and inLondon,whenthey were discountedat the bank of England, in 
the paper of that bank. Though the bills upon which this paper had 
been advanced, were all of them rc-paid in their turn as soon as they f 
became due; yet the value which had been really advanced upon the 
first bill, was never really returned to the banks which advanced 
and each was always it; becausc, before each bill became due, another bill 
replaced by another. always drawn to somcwlut a greater amount 
than the bill which was soon to be paid; and the discounting of 
this other bill was essentially necessary towards the payment of that 
which was soon to be due. This payment, therefore, was altogether 
fictitious. The stream, which, by means of those circulating bills of 
exchange, had once been made to run out from the coflfers of the 
banks, was never replaced by any stream which really run into them, 
77ie amount thus The paper which was issued upon those circulating 
lanlTwasV excess exchange, amounted, upon many occasions, 

o f the limit laid to the whole fund destined for carrying on some 

extensive project of agriculture, commerce 
or manufactures; and not merely to that part of it 
which, had there been no paper money, the projector would have 
been obliged to keep by him, unemployed and in ready money £ot 
answering occasional demands. The greater part of this paper was, 
consequently, over and above the value of the gold and silver which 
would have circulated in the coimtry, had there been no paper 
money. It was over and above, therefore, what the circulation of 
the country could easily absorb and employ, and upon that account 
immediately returned upon the banks in wder to ^ exchanged for 
gold and silver, which they were to find as they a}uld. It was a 
capital which those projectors had very artfully contrived to draw 
firom diose banks, not only without their knowle^e or ddibecate 
consent, but for some time, perhaps, without their ^vii^ dtt most 
ihsaant suspicion that they had really advanced it. 
rntnOmbmltt When two people, who arc continually drawih|; 
m l and re-drawing upon one Miothar, discount their 

bifo always with foe same banker, he must imme- 
diiMtely discoyc^ what they arc about, and sec deariy that foey are 
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trading, not with any capital of their own, but with the capital 
which he advances to them. But this discovery is not altogether so 
easy when they discount their bills sometimes with one ba^er, and 
sometimes with another, and when the same two persons do not 
constantly draw and re-draw upon one another, but occasionally 
run the round of a great circle of projectors, who find it for their 
interest to assist one another in this method of raising money, ana 
to render it, upon that account, as difficult as possible to distinguish^ 
between a real and a fictitious bill of exchange; between a bill drawn 
by a real creditor upon a real debtor, and a bill for which there was 
properly no real creditor but the bank which discounted it; nor any 
real debtor but the projector who made use of the money. When a 
banker had even made this discovery, he niight sometimes make it 
too late, and might find that he had already discounted the bills of 
those projectors to so great an extent, that, by refusing to discount 
any more, he would necessarily make them all bankrupts, and thus, 
by ruining them, might perhaps ruin himself. For his own interest 
and safety, therefore, he might find it necessary, in this very perilous 
situation, to go on for some time, endeavouring, however, to with- 
draw gradually, and upon that account making every day greater 
and greater difficulties about discounting, in order to force those 
projectors by degrees to have recourse, either to other bankers, or to 
other methods of raising money; so as that he himself might, as soon 
as possible, get out of the circle. The difficulties, accordingly, which 
the bank of England, which the principal bankers in London, and 
which even the more prudent Scotch banks began, after a certain 


darned mi ^ when all of them had already gone too 

ttwageitke fiir, to make about discounting, not only sJanned, 

but enraged in the highest degree those projectors. 
Their own distress, of which diis prudent and necessary reserve of 
die banks was, no doubt, the immediate occasion, they called the 


distress of the country; and this distress of the country, they said, 
was altogedier owing to the ignorance, pusillanimity, and bad 
condoct of the banks, which did not give a sufficiently Hbetal aid 


to the tpirited undertakings of those who exerted thetnsdkes in 
Odder to b»iitify, improve, and enrich the country. It was die duty 
dCdie banks, dii^ seemed to think, to lend for as long a time^ and to 
,« great an extent as dicy might wish to bonow. The banks, how- 
ever, by raising in this manner to give more oedit to those, to 
•vAam. they had already given a great deal too much, took die tinly 
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method by which it w»s now possible to save either their own aedit, 
or the public credit of the country. 

then the Ayr In the midst of this clamour and distress, a new 
bank^ was established in Scotland for the express 
veryfieety, purpose of reUcving the distress of the country. 

The design was generous; but the execution was imprudent, and 
the nature and causes of the distress which it meant to rdieve, were 
not, perhaps, well understood. This bank was more liberal than any 
other had ever been, both in granting cash accounts, and in di^ 
counting bills of exchange. With regard to the latter, it seems to 
have made scarce any distinction between real and circulating bills, 
but to have discounted all equally. It was the avowed principle of 
this bank to advance, uponany reasoitable security, the whole capi- 
tal which was to be employed in those* improvements of which fbe 
returns ate the most slow and distant, such as the improvements of 
land. To promote such improvements was even said to be the chief 
of die public spirited purposes for which it was instituted. By its 
liberality in granting cash accounts, and in discounting bills of 
cxchat^e, it, no doubt, issued great quantities of its bank notes. 
But those bank notes being, the greater part of them, over and 
above what the circulation of the country could easily absorb and 
employ, returned upon it, in order to be exchanged for gold and 
but soon got into Silver, as fast as they were issued. Its coi&n were 

difficultits, never well filled. The capital which had been sub- 

scribed to this bank at two dideroit subscriptions, amounted to one 
hundred and sixty thousand pounds, of which eighty per cent, only 
was paid up. This sum ought to have been paid in at several different 


* .{The index s.». Bank givei the name, ‘the Ayr bank'. Its head office was at Ayr> but 

it had braAches at Edinburgh and Dumfries. A detailed history of it is to be &und in 
The PtedpiUfHm and Fall of Messrs. Douglas, Heron and Company, late Bmhm in Mr with 
the Causes of their Distress and Ruin investigated and considered by a Commits ofJng^sky 
appointed by the Proprietors, Edinburgh. 1778- From diis it appears that Smith’s account 
of the proceedings of the WnV is extremely accurate, a fact which is doubtless due to 
his old pupil> the Duke of Bucdcuch, having been one of die faincipal shareholders* 
Writing to Pultcney on 5th September, 177a. Smidi says, ‘though I have had no con* 
cem mysdf in the public calamities, some of the friends in whom I interest mysdf the 
most have been deeply concerned in them; and my attention has been e good d e al , 
occupied about dse most proper method of extricating them’. The extneatum was 
edected chieSy by the sale of redeemable annuities* See Rae, <f Adam SmiuU 

pPe David Maepherson. Annals of Cwwfiw, voL iU., pp. 5x5, Ss%;Momjf 

Commons* Journals, voL xacxiv., pp. 493-495* at'd the Act of Parliame^ 14 
c, ax. The Bast India Company opposed the bill on the ground ^ the bm^ to ^ 
issued wtndd compete with theirs, out their opposition was defeated by a vote ^170 to 
36 in the House vol. xxxiv., p. 601.I / 

* [Ed. X dim not eemtato 
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instalments. A great part of the proprietors, when they paid in their 
first instalment, opened a cash account with the bank; and the 
directors, thinking themselves obliged to treat their own proprietors 
with the same liberaHty with which they treated all other men, 
allowed many of them to borrow upon this cash account what th^y 
paid in upon all their subsequent instalments. Such paymen®, 
therefore, only put into one coffer, what liad the moment bcforic 
been taken out of another. But had the coffers of this bank been filled 
ever so well, its excessive circulation must have emptied them faster 
than they could have been replenished by any other expedient but 
the ruinous one of drawing upon London, and when the bill became 
due, paying it, together with interest and commission, by another 
draught upon the same place. Its coffers having been filled so very 
ill, it is said to have been driven to this resource within a very few 
months after it began to do business. The estates of the proprietors 
of this bank were worth several millions, and by their subscription 
to the original bond or contract of the bank, were really pledged for 
answering all its engagements.^ By means of the great credit which 
so great a pledge necessarily gave it, it was, notwithstanding its too 
liberal conduct, enabled to carry on business for more than two 
and was obliged to years. When it was obliged to stop, it had in the 
su^ in two years, circulation about two hundred thousand pounds in 
bank notes. In order to support the circulation of those notes, which 
were continually returning upon it as fast as they were issued, it had 
been constantly in the practice of drawing bills of exchange upon 
London, of which the number and value were continually increas- 
ing, and, when it stopt, amounted to upwards of six hundred thou- 
sand pounds. This bank, therefore, had, in little more than the course 
of two years, advanced to different people upwards of ei^ hun- 
dred thousand pounds at five per cent. Upon the two hundred 
tfadusand poimds which it circulated in bank notes, fiiis five per 
cent miglu, perhaps, be considered as clear gam, without any odicr 
deduction besides the cxpcncc of maiugcment. But upon upwards 
of six hundred thousand pounds, for which it was continually 
drawing bilk of exchange upon London, it was paying, in the way 
of interest and commission, upwards of eight per cent, and was 
a^quen% losing more than three per cent upon more than three- 
fourths of afl its d^Ungs. 

^ {jMbc|teiQa, op. 525, says the patttteri wcie thio Dukes of BuiicWk 

die Bad of Dumtries^ Mr. Dougkt and many odber geodemenu] 
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lu action oMfjUlmt The operations of this bank seem to have pro- 
increased the distress j j ^ . . , , , ^ 

of projectors and the CttCCtS quite opposite tO thosc which WCTC 

country generally, intended by the particular persons who planned 
and direrted it. They seem to have intended to support the spirited 
undertakings, for as such they considered them, which were at that 
time carrying on in different parts of the country; and at the rtnmn 
time, by drawing the whole banking business to themselves, to 
supplant all the other Scotch banks; particularly those established at 
Edinburgh, whose backwardness in discounting bills of exchange 
had given some offence. This bank, no doubt, gave some temporary 
rehef to those projectors, and enabled them to carry on their pro- 
jects for about two years longer than they could otherwise have 
done. But it thereby only enabled them to get so much deeper into 
debt, so that when ruin came, it fell so much the heavier both upon 
them and upon their creditors. The operations of this bank, there- 
fore, instead of rcheving, in rcaUty aggravated in the long-run the 
distress which those projectors had brought both upon themselves 
and upon their country. It would have been much better for them- 
selves, their creditors and their country, had the greater part of them 
been obUged to stop two years sooner than they actually did. The 
hut relieved the other temporary rehef, however, which this bank 
Scokh banks. afforded to those projectors, proved a real and 
permanent reUcf to the other Scotch banks. All the dealers in cir- 
culating bills of exchange, which those other banks had become so 
backward in discounting, had recourse to this new bank, where 
they were received with open arms. Thosc other banks, therefore, 
were enabled to get very easily out of dut fatal circle, from which 
they could not otherwise have disengaged themselves without in- 
curring a considerable loss, and perhaps too even some degree of 
discredit. 

In the long-run, therefore, the operations of this bank increased 
the real distress of the country which it meant to relieve; and 
cffeaually reheved from a very great distress diosc rivals whom it 
meant to supplant. 

AneOter pkm iimM At the first setting out of this bank, it was the 
opinion of some people, that how frst soever its 
sem^pk^ coffcR might be nnptieci, it m^ht easily replenish 
h borroimt! f hem by raising money upon the securities eff those 
to whom it had advanced its paper. Es^etience, I beheve, soon con' 
vinced ihyyn fbat this method of raismg money was by modi too 
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slow to answer their purpose; and that coffers which originally were 
so ill filled, and which emptied themselves so very fiist, could be 
replenished by no other expedient but the ruinous one of drawing 
bills upon London, and when they became due, paying them by 
other draughts upon the same place with accumulated interest and 
commission. But though they lud been able by this method to raij^ 
money as fast as they wanted it; yet, instead of making a profit, they 
Oiis would have suffered a loss by every such operatio^; 

been a losing SO that in the long-nm they must have ruinei^ 

business, thcmselves as a mercantile company, though, per~ 

haps, not so soon as by the more expensive practice of drawing and 
re-drawing. They coiild still have made nothing by the interest of 
the paper, which, being over and above what the circulation of the 
country could absorb and employ, returned upon them, in order to 
be exchanged for gold and silver, as fast as they issued it; and for the 
payment of which they were diemselvcs continually obliged to 
borrow money. On the contrary, the whole expence of this borrow- 
ii^, of employing agents to look out for people who had money to 
lend, of n^ociating with those people, and of drawing the proper 
bond or assignment, must have fallen upon them, and have been so 
much dear loss upon the balance of their accounts. The project of 
replenishing their coffers in this manner may be compared to that of 
a man who had a water-pond from which a stream was continually 
running out, and into which no stream was continually miming, 
but who proposed to keep it always equally full by employing a 
number of people to go continually with buckets to a well at some 
miles distance in order to bring water to replenish it. 
andevenifwfit- But though this operation had proved, not only 
t^h^diTihe practicable, but profitable to the bank as a mercan- 
tomury. tile company; yet the country could have iSerived 

no benefit from it; but, on the contrary, must have suf&red a very 
ccHisidetable loss by it. This operation could not augment in the 
smallest d^ee the quantity of money to be lent. It codd only have 
erected this bank into a sort of general loan office for die vffiole 
coumry. Those ndio wanted to borrow, must have applied to this 
hank, instead of applying to the private persons who had lent it 
thdr money. But a bank wfakh lends money, pothaps, to five hun- 
. deed diffiarent people, the greater part of wlmm its dtreaors can 
know very litde about, is not likely to be mote jodidons in the 
choke of ks delrnn^ than a private petsem who lends out his msacy 
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amoi^ a few people whom he knows, and in whose sober and frugal 
conduct he thinks he has good reason to confide. The debtors of such 
a bank, as that whose conduct I have been giving some account of, 
were likely, the greater part of them, to be chimerical projectors, the 
drawers and rc-drawers of circulating bills of exchange, who would 
employ the money in extravagant undertakings, which, with all 
the assistance that could be given them, they would probably never 
be able to complete, and which, if they should be ' completed, 
would never repay the expcnce which they had really cost, would 
never afford a fund capable of maintaining a quantity of labour 
equal to that which had been employed about them. The sober and 
frugal debtors of private persons, on the contrary, would be more 
likely to employ the money borrowed in sober undertakings which 
were proportioned to their capitals, and which, though they might 
have less of the grand and the marvellous, would have more of the 
solid and the profitable, which would repay with a large profit what- 
ever had been laid out upon them, and which would thus afford a 
fund capable of maintaining a much greater quantity of labour than 
that which had been employed about them. The success of this 
operation, therefore, without increasing in tlie smallest degree the 
capital of the country, would only have transferred a great part of it 
from prudent and profitable, to imprudent and unprofitable 
undertakings. 

Law's scheme has That the industry of Scotland languished for want 
money to employ it, was the opinion of the 
Vemeyan^DuTot. famous Mr. Law. By establishing a bank of a 
particular kind, which he seems to have imagined might issue paper 
to the amount of the whole value of all the lands in the country, he 
proposed to remedy this want of money. The parliament of Scot- 
land, when he first proposed his project, did not think proper to 
adopt it,^ It was afterwards adopted, with some variations by the 
duke of Orleans, at that time regent of France. The idea of the 
possibility of multiplying paper money to almost any extent, was 
the real foundation of what is called the Mississippi scheme, the most 
extravagant project both of banking and stock-jobbing that, pciy 
haps, the world ever saw. The different operations of this scheme 
are explained so fully, so clearly, and with so much order and 


P- 3jli note 3) '*ayf Ibe work coiuiK* of totoe faeads of a sdieme 'miiat Mr. Latw 
propoicd to dw Padiament of Seodand in dw year ITOS’-J 
W.M. I-K 
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distinctness, by Mr. Du Vcmey, in his Examination of the Political 
Reflections upon Commerce and Finances of Mr. Du Tot,^ that I 
shall not give any account of them.* The principles upon which it 
was founded are explained by Mr. Law himself, in a discourse con- 
cerning money and trade, which he published in Scodand when 1 ^ 
first proposed his project.* The splendid, but visionary ideas whic^ 
are set forth in that and some other works upon the same principled, 
still continue to make an impression upon many people, and have'^ 
perhaps, in part, contributed to that excess of banl^g, which has of 
late been complained of both in Scodand and in other places. 

The bank of Eng- bank of England is the greatest bank of cir- 

Imd was established culadon in Europe. It was incorporated, in pur- 
suance of an act of parliament, by a charter under 
the great seal, dated the 27th of July, 1694. It at that time advanced 
to government the sum of one million two hundred thousand 
pounds, for an annuity of one hundred thousand pounds: or for 
96,000 1. a year interest, at the rate of eight per cent., and 4,000 1. a 
year for the cxpence of management. The credit of the new govern- 
ment, estabhshed by the Revolution, we may believe, must have been 
very low, when it was obHged to borrow at so high an interest. 
enlarged its stock in In 1 697 thc bank was allowed to enlarge its capital 
^^7, stock by an ingraftment of 1,001,171!. 10 s. Its 

whole capital stock, therefore, amounted at this time to 2,201,171 1. 
10 s. This engraftment is said to have been for thc support of public 
credit. In 1696, tallies had been at forty, and fifty, and sixty per cent, 
discount, and bank notes at twenty per cent.^ During the great 
rccoinage of thc silver, which was going on at this time, thc bank 
had thought proper to discontinue the payment of its notes, which 
necessarily occasioned their discredit. ^ 

in 170$, In pursuance of the 7th Anne, c. vii. the bank 

advanced and paid into thc exchequer, thc sum of 400,000!.; 


^ [These two books are in Bonar, Catalogue of Adam Smith's Library^ pp. 3 5, 36. Dn 
Tot*8 is Riflexions politiques sur les Finances et le Commerce, oti Von examine quelles out 
dt^ sur les revenus, les denr^es, le change itranger et cons 4 quemment sur noire commerce, 
les influences des augmentations et des diminutions des vateurs numeraires des monnoyes. 
La Haye, 1754. I^^ Vemcy’i is Examen du livre intituU 'Reflexions poUtiques sur les 
Finances et le Commerce,' La Haye, 1740.] 

* [In Lectures there is an account, apparently derived from Du Vcmey, which 
extend over eight pages, 211-218.] 

« [Money and Trade Considered, with a Proposal for Supplying the Nation with Money* 
* 7 ^ 5-1 

* James Posdethwaite’s History of the Public Revenue, page 301 . [History of the Public 
Revenue from 1688 to 1753, udth an Appendix to 1758, by James P^ethwayt, F.R.S., 
1759; sec also bdow, vol. ii., p. 447.] 
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making in all the sum of 1,600,000 L which it had advanced upon its 
original annuity of 96,000 1. interest and 4,000 1. for expcnce of 
management. In 1708, therefore, the credit of government was as 
good as that of private persons, since it could borrow at six per cent, 
interest, the common legal and market rate of those times. In pur- 
suance of the same act, the bank cancelled exchequer bills to the 
amount of 1,775,027 1. 17 s. io| d. at six per cent, interest, and was 
at the same time allowed to take in subscriptions for doubling its 
capital. In 1708, therefore, the capital of the bank amounted to 
4,402,343 1.; and it had advanced to government the sum of 
3,375,0271. 17 s. lo^d. 

in 1709 and lyto. By a caU of fifteen per cent, in 1709, there was 
paid in and made stock 656,204 L i s. 9 d.; and by another of 
ten per cent, in 1710, 501,448 1 . 12 s. ii d. In consequence of those 
two calls, therefore, the bank capital amoimtcd to 5,559*995 1. 
14 s. 8 d. 

in 1717, and later. In pursuance of the 3d George I. c. 8. the bank 
dehvered up two millions of exchequer bills to be cancelled. It had 
at this time, therefore, advanced to government 5,375,027!. 
17 s. 10 d.^ In pursuance of the 8th George I. c. 21. the bank pur- 
chased of the South Sea Company, stock to the amoimt of 
4,000,000 L: and in 1722, in consequence of the subscriptions which 
it had taken in for enabling it to make this purchase, its capital stock 
was increased by 3,400,000 1 . At this time, therefore, the bank had 
advanced to the public 9,375,027 1. 17 s. loj d.; and its capital stock 
amounted only to 8,959,995 1 . 14 s. 8 d. It was upon this occasion 
that the sum which the bank had advanced to the public, and for 
which it received interest, began fint to exceed its capital stock, or 
the sum for which it paid a dividend to the proprietors of bank stock; 
or, in other words, that the bank began to have an undivided capital, 
over and above its divided one. It has continued to have an undi- 
vided capital of the same kind ever since. In 1746, the bank had, 
upon different occasions, advanced to the public 1 1,686,800 L and 
its divided capital had been raised by different calls and subscriptions 
to 10,780,000 1 .® The state of those two sums has continued to be 
the same ever since. In pursuance of the 4th of George HI. c. 25. 
the bank agreed to pay to government for the renewal of its charter 

^ [These three lines arc not in ed. i.] 

* [From *it was incorporated/ on p. 338, to this point is an abstract of the ^Historical 
State of the Bank of England,* in Po$tlcdiwayt*s Hirtery of tfce PubUo Reum«, pp, 301- 
310. The totals wre takm from the bottom of Postlethwayt*$ pages.] 
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110,000 1 . without interest or repayment. This sum, therefore, did 
not increase either of those two other sums. 

The rate of interest The dividend of the bank has varied according to 
7 hepuhUchiuh^n variations in the rate of the interest which it has, 

reduced from 8 to 3 at different times, received for the money it had 
dZi^dtas lately advanced to the pubhe, as well as according to oth^ 
been si per cent, circumstances. This rate of interest has graduall]^ 
been reduced from eight to three per cent. For some years past the 
bank dividend has been at five and a half per cent. 

It acts as a great The Stability of thc bank of England is equal to that 
engine of state. q£ British government. All that it has advanced 

to the public must be lost before its creditors can sustain any loss. 
No other banking company in England can be estabhshed by act of 
parliament, or can consist of more than six members. It acts, not 
only as an ordinary bank, but as a great engine of state. It receives 
and pays the greater part of the annuities which arc due to thc 
creditors of the pubHc, it circulates exchequer bills, and it advances 
to government thc annual amount of thc land and malt taxes, 
which arc frequently not paid up till some years thereafter. In those 
different operations, its duty to the public may sometimes have 
obliged it, without any fault of its directors, to overstock the cir- 
culation with paper money. It likewise discounts merchant bills, 
and has, upon several different occasions, supported thc credit of thc 
principal houses, not only of England, but of Hamburgh and 
Holland. Upon one occasion, in 1763, it is said to have advanced for 
this purpose, in one week, about 1,600,000 1.; a great part of it in 
bullion, I do not, however, pretend to warrant cither thc greatness 
of the sum, or the shortness of thc time. Upon other occasions, this 
great company has been reduced to thc necessity of paying in 
sixpences.^ 

The ^eraiwns of It is not by augmenting thc capital of thc country, 
SZ^Jilalue by rendering a greater part of that capital 
active and productive than would otherwise be so, 
that die most judicious operations of banking can increase the indus- 
try of die country. That part of his capital which a dealer is obliged 
to keep by him unemployed, and in ready money for answering 
occasional demands, is so much dead stodc, whkh, so long as it 
remains in this situation, produces nothing eithn: to him or to his 


^ [In 1745. Mageiit, Unimsai Merchant, p, it, luggesti duK dbttt mty ham 
pictm tto tiie money wai bemg town om for to snppoit of to miMtoiial 
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country. The judicious operations of banking enable him to con- 
vert this dead stock into active and productive stock; into materials 
to work upon, into tools to work with, and into provisions and 
subsistence to work for; into stock which produces something both 
to himself^ and to his country. The gold and silver money which 
circulates in any country, and by means of which the produce of its 
land and labour is annually circulated and distributed to the proper 
consumers, is, in the same manner as the ready money of the dealer, 
all dead stock. It is a very valuable part of the capital of the country, 
which produces nothing to the country. The judicious operations of 
banking, by substituting paper in the room of a great part of this 
gold and silver, enables the country to convert a great part of this 
dead stock into active and productive stock; into stock which pro- 
duces something to the coimtry. The gold and silver money which 
circulates in any country may very properly be compared to a high- 
way, which, while it circulates and carries to market all the grass 
and corn of tlic country, produces itself not a single pile of either. 
The judicious operations of banking, by providing, if I may be 
be allowed so violent a metaphor, a sort of waggon-way through 
the air; enable the country to convert, as it were, a great part of its 
highways into good pastures and cornfields, and thereby to in- 
crease very considerably the annual produce of its land and labour. 
but make commerce commerce and industry of the country, how- 

and industry some- ever, it must be acknowledged, though they may 
what less secure. somcwhat augmented, cannot be altogether so 

secure, when they are thus, as it were, suspended upon the Daedalian 
wings of paper money, as when they travel about upon the solid 
ground of gold and silver. Over and above the accidents to which 
they arc exposed from the unskilfulncss of the conductors of this 
paper money, they arc liable to several others, from which no pru- 
dence or skill of ^ose conductors can guard them. 

Precautions should An luisuccessful war, for example, in which the 
be taken to prevent enemy got possession of the capital, and conse- 
Ihedr^^hig quendy of that treasure which supported the credit 
filkdwidt paper. of ^he paper money, would occasion a much 
greater confusion in a country where the whole circulation was 
carried on by paper, than in one where the greater part of it Was 
carried on by gold and silver. The usual instrument of comnaecce 
having lost its value, no exchanges could be made but either by 

^ {Bds. I and a read 
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barter or upon credit. All taxes having been usually paid m paper 
money, the prince would not have wherewithal either to pay his 
troops, or to furnish his magazines; and the state of the country 
would be much more irretrievable than if the greater part of its 
circulation had consisted in gold and silver. A prince, anxious/ to 
maintain his dominions at all times in the state in which he can n^st 
casdy defend them, ought, upon this account, to guard, not o^y 
against that excessive multiplication of paper money which ruins 
the very banks which issue it; but even against tliat multiplication of 
it, which enables them to fill the greater part of the circulation of 
the country with it. 

Circulation may be The circulation of every country may be considered 

divided into that be^ ^ divided into two diifercnt branches; the circula- 
tween dealers and . r 1 1 1 • 1 1 11 

that between dealers tion ot the dealers With onc another, and the 

and consumers. circulation between the dealers and the consumers. 
Though the same pieces of money, whether paper or metal, may be 
employed sometimes in the one circulation and sometimes in the 
other; yet as both are constantly going on at the same time, each 
requires a certain stock of money of onc kind or another, to carry it 
on. The value of the goods circulated between the different dealers, 
never can exceed the value of those circulated between the dealers 
and the consumers; whatever is bought by the dealers, being ulti- 
mately destined to be sold to the consumers. The circulation between 
die dealers, as it is carried on by wholesale, requires gaierally a 
pretty large sum for every particular transaction. That between the 
dealm and the consumers, on the contrary, as it is generally carried 
on by retail, frequendy requires but very small ones, a shilling, or 
even a halfpenny, being often sufficient. But small sums circulate 
much faster than large ones. A shilling changes masters m^e fre- 
quendy than a guinea, and a halfpenny mme frequendy than a 
shilling. Though the annual purcha^ of all the consumers, there- 
fore, are at least equal in value to those of all the dealers, they can 
generally be transacted with a much smaller quantity of money; 
^ same pieces, by a more rapid circulation, serving as the instru- 
ment of many more purchases of the one kind than of the other. 
'neareula&mef Paper money may be so regulated, as cither to 

confine itself very much to the ckculation between 

the different dealers, or to extend itself Hkcwisc to 

fiT small sums, j between the dealers and the 

>3QSumm. Where no bank notes ate circulated miet ten pounds 
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value, as in London,^ paper money confines itself very much to the 
circulation between the dealers. When a ten pound bank note comes 
into the hands of a consumer, he is generally obliged to change it at 
the first shop where he has occasion to purchase five shillings worth 
of goods; so that it often returns into the hands of a dealer, before 
the consumer has spent the fortieth part of the money. Where bank 
notes arc issued for so small sums as twenty shillings, as in Scotland, 
paper money extends itself to a considerable part of the circulation 
between dealers and consumers. Before the act of parliament, which 
putastop to the circulation often and five shilling notes, ^ it filled a still 
greater part of that circulation. In the currencies of North America, 
paper was commonly issued for so small a sum as a shilling, and 
filled almost the whole of tliat circulation. In some paper currencies 
of Yorkshire, it was issued even for so small a sum as a sixpence. 

The issue of such Where the issuing of bank notes for such very small 

allowed and commonly practised, many 
hankers. mean people arc both enabled and encouraged to 

become bankers. A person whose promissor}'' note for five pounds, 
or even for twenty shillings, would be rejected by every body, will 
get it to be received without scruple when it is issued for so small 
a sum as a sixpence. But the frequent bankruptcies to which such 
beggarly bankers must be liable, may occasion a very considerable 
inconvenicncy, and sometimes even a very great calamity, to manv 
poor people who had received their notes in payment. 

None for less than It wcrc better, perhaps, that no bank notes were 
^5 should be issued, issued in any part of the kingdom for a smaller sum 
than five pounds. Paper money would then, probably, confine it$el«' 
in every part of the kingdom, to the circulation between the diflferen 
dealers, as much as it does at present in London, where no bank 
notes are issued under ten pounds value; five pounds being, in most 
parts of the kingdom, a sum which, though it will purchase, per- 
haps, little more than half the quantity of goods, is as much con- 
sidered, and is as seldom spent all at once, as ten poiuids are amidst 
the profuse expence of London. 

This would secure Where paper money, it is to be observed, is pretty 

thectrcuhthnof confined to the circulation between dealers 

and d«dcn, as at Ixmdon, there is always plenty 
gold and silver. WHctc it extends itself to a considerable part of the 

• (The Bulk of England issued none under £ao^i759, 
were inttodiiced.—A?»denon, Cmmerce, aj>. *759*1 i5 d®*l 
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drctilation between dealers and consumen, as. in Scotland, and still 
more in North America, it banishes gold and silver almost entirely 
from the country; almost all the ordinary trihsactions of its interior 
commerce being thus carried on by paper. The suppression of ten 
and five shilhng bank notes, somewhat relieved the scarcity of g<)ld 
and silver in Scotland; and the suppression of twenty shilling notes, 
would probably relieve it still more. Those metals are said to h^c 
become more abundant in America, since the suppression of sorfec 
of their papef currencies. They are said, hkewise, to have been more 
abundant before the institution of those currencies. 


and would notpre- Though paper money should be pretty much con- 
fined to the circulation between dealers and dealers, 
assistance to traders, yet banks and bankers might still be able to give 
nearly the same assistance to the industry and commerce of the coun- 
try, as they had done when paper money filled almost the whole 
circulation. The ready money which a dealer is obliged to keep 
by him, for answering occasional demands, is destined altogether 
for the circulation between himself and other dealers, of whom 


he buys goods. He has no occasion to keep any by him for the circu- 
lation between himself and the consiuncrs, who arc his customcn, 


and who bring ready money to him, instead of taking any from 
him. Though no paper money, therefore, was allowed to be issued, 
but for such sums as would confine it pretty much to tlic circulation 
between dealers and dealers; yet, partly by discounting real bills 
of exchange, and partly by lending upon cash accounts, banks and 
bankers might still be able to relieve the greater part of those dealers 
from the necessity of keeping any considerable part of their stock by 
them, unemployed and in ready money, for answering occasional de- 
mands. They might still be able to give the utmost assistance which 
banks and bankers can, with propriety, give to traders of every kind. 
Alawt^ainstsmalt To restrain private people, it may be said, from 

mtawouidhea receiving in payment the promissory notes of a 
mohtion rf natural t i r ^ ^ i i ii l 

Uhertynemsary for banker, tor any sum whether great or small, wnen 

the security of me ^icy themselves arc wilUng to receive them; or, to 

restrain a banker from issuing such notes, when all 
his nd^bours are willing to accept of them, is a manifest violation 
of that natural liberty which it is die proper business of law, not to 
infiringe, but to support. Such regulations xnay, no doubt, be con- 
sider^ as in some respect a violation of natural Uberty. But those 
exertions of Ac natural liberty of a few individuals, vMck might 
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endanger the security of the whole society, are, and ought to be, 
restrained by the laws of all governments; of the most free, as well 
as of the most despotical. The obligation of building party Walls, 
in order to prevent the communication of fire, is a violation of 
natural liberty, exaedy of the same kind with the regulations of the 
banking trade which are here proposed. 


Paper money pay-^ A paper money consisting in bank notes, issued by 
equaTtog7lTand people of undoubted credit, payable upon demand 
siher, without any condition, and in fact*always readily 

paid as soon as presented, is, in every respect, equal in value to gold 
and silver money; since gold and silver money can at any time be 
had for it. Whatever is either bought or sold for such paper, must 
necessarily be bought or sold as cheap as it could have been for 
gold and silver. 

and does not raise The increase of paper money, it has been said, by 
augmenting the quantity, and consequently dimi- 
nishing the value of die whole currency, necessarily augments the 
money price of commodities. But as the quantity of gold and silver, 
which is taken from the currency, is always equal to the quantity 
of paper which is added to it, paper money does not necessarily 
increase the quantity of the whole currency. From the beginning of 
the last century to the present time, provisions never were cheaper 
in Scodand than in 1759, though, from the circulation of ten and 
five shilling bank notes, there was then more paper money in the 
country than at present. The proportion between the price of pro-* 
visions in Scodand and that in England, is the same now as before 
the great multiplication of banking companies in Scodand, Com is, 
upon most occasions, fully as cheap in England as in France; though 
there is a great deal of paper money in England, and scarce any in 
France, In 1751 and in 1752, when Mr. Hume published his Political 
Discourses,^ and soon after the great multiplication of paper money 
in Scotland, there was a very sensible rise in the price of provisions, 
owing, probably, to the badness of the seasons, and not to the 
multiplication of paper money. 

but paper not repays It would bc Otherwise, indeed, with a paper money 
^M/Si consisting in promissory notes, o£ which the in^ 
gold Mid silver, dktc payment depended, in any respect, dAw: 


* fHie tefetencs ii probably to the passage* in the ‘Discourse of Money,’ aad die 
'Discoune of the «.»»»«» of Trade,’ where Hume oensures paper nxmey a* the cause of 
a rite of prices— IVBriorf Discourses, lysa, pp. 43-4S. Lottmes, p. spy.] 
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upon the good will of those who issued them; or upon a condition 
which the holder of the notes might not always have it in his power 
to fifllil; or of which the payment was not exigible till after a certain 
number of years, and which in the mean time bore no interest. Such 
a paper money would, no doubt, fall more or less below the valijic 
of gold and silver, according as the difl&culty or uncertainty of ob- 
taining immediate payment was supposed to be greater or less; 
according to the greater or less distance of time at which payment 
was exigible. 

as happened in Some ycars ago the different banking companies 
preual^^^i^e^^ Scotland were in the praaice of inserting into 
Optional Clause, thcir bank notes, what they called an Optional 
Clause, by which they promised payment to the bearer, either as 
soon as the note should be presented, or, in the option of the 
directors, six months after such presentment, together with the 
legal interest for the said six months. The directors of some of those 
banks sometimes took advantage of this optional clause, and some- 
times threatened those who demanded gold and silver in exchange 
for a considerable number of their notes, that they would take ad- 
vantage of it, unless such demanders would content themselves with 
a part of what they demanded. The promissory notes of those bank- 
ing companies constituted at that time the far greater part of the 
currency of Scotland, which this uncertainty of payment necessarily 
degraded below the value of gold and silver money. During the 
condnuance of this abuse (which prevailed chiefly in 1762, I7^3» 
and 1764), while the exchange between London and Carlisle was at 
par, that between London and Dumfries would somedmes be four 
per cent, against Dumfries, though this town is not thirty miles 
distant from Carlisle. But at Carlisle, bills were paid in gedd and 
silver; whereas at Dumfries they were paid in Scotch bahk notes, 
and the uncertainty of gctdng those bank notes exchanged for gold 
and silver coin had thus degraded them four per cent, below the 
value of that coin. The same act of parliament which suppressed 
ten and five shilling bank notes, suppressed likewise this optional 
daisse,^ and thereby restored the cxdiangc between England and 
Scotland to its natural rate, or to what the course of trade and re- 
mittances might happen to make it 

and must have In the paper currencies of Yorkshire, the payment 

^d in re^ to of SO Small a sum as a sixpence sometimes depended 
* is Geo. III., c. 49; referred to above, p. 
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iheYorksUrecur^ Upon the condition that the holder of idle jiott 

renaes when small u IJ l • i. i r • i 

sums were repayable bring the change oi a guinea to the penon 

in guineas. who issucd it; a condition, which the holders o?$uch 

notes might frequently find it very difficult to fulfil, and which 

must have degraded this currency bdow the value of gold and silver 

money. An act of parliament, accordingly, declared all such clauses 

unlawful, and suppressed, in the same manner as in Scotland, all 

promissory notes, payable to the bearer, under twenty shillings 

value.^ 


The North ylmeri- The paper currencies of North America consisted, 

^orisufelofloTern- notes payable to the bearer on demand, 

tnent notes repayable but in a government paper, of which the payment 
at a distant date, exigible till scvcral years after it was issued : 

And though the colony governments paid no interest to the holders 
of this paper, they declared it to be, and in fact rendered it, a legal 
tender of payment for the full value for which it was issued. But 


allowing the colony security to be perfectly good, a hundred pounds 
payable fifteen years hence, for example, in a cotmtry where interest 
is at six per cent, is worth little more than forty pounds ready money. 
To oblige a creditor, therefore, to accept of this as full payment for 
a debt of a himdrcd pounds actually paid down in ready money, was 
an act of such violent injustice, as has scarce, perhaps, been attempted 
by the government of any other country which pretended to be 
free. It bears the evident marks of having originally been, what the 
honest and downright Doctor Douglas assures us it was, a scheme 
of fraudulent debtors to cheat their creditors.* The government of 
Pcnsylvania, indeed, pretended, upon their first emission of paper 
money, in 1722, to render their paper of equal value with gold and 
silver, by enacting penalties against all those who made any differ- 
ence in the price of their goods when they sold them for a colony 
paper, and when they sold them for gold and silver; a regulation 
equally t3rrannical, but much less effectual than that which it was 
meant to support, A positive law may render a shilling a legal 
tender for a guinea; because it may direct the courts of justice to 
discharge the debtor who has made that tender. But no positive 


* I A knavish device of fraudulent debtors of the loan money to payoff their at 

a very depredated value.* William Douglass, M.D., Summary, Historical and PoUticdt, ^ 
the Pkst Planting, Progtessipe Improvements, and Present State of the British Segkments 
in North l7<So, vol. ii., p. 107. The author uses strong language in many |daees 

about vdut he calls ‘this accui^ affair of plantation paper currencies/ vol. ii., p. 
note (s); cp. vol. i., pp. 31O, 359J vol h., pp. 254-255, 334‘'335d 
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law can oblige a person who sells goods, and who is at hberty to sell 
or not to sell, as he pleases, to accept of a shilling as equivalent to a 
guinea in the price of them. Notwithstanding any regulation of this 
and depreciated the h appeared by the course of exchange with 

currency to a great Great Britain, that a hundred pounds sterling wai 

occasionally considered as equivalent, in some of 
the colonies, to a hundred and thirty pounds, and in others to sa 
great a sum as eleven hundred pounds currency; this difference in\ 
the value arising from the difference in tnc quantity of paper emitted \ 
in the different colonies, and in the distance and probability of the \ 
term of its final discharge and redemption. 

They were therefore No law, therefore, could be more equitable than 
justly prohibited. parliament, so unjustly complained of in 

the colonies, which declared that no paper currency to be emitted 
there in time coming, should be a legal tender of payment.^ 

Pensylvania was always more moderate in its 
emissions of paper money than any other of our 
colonics. Its paper currency accordingly is said 
never to have sunk below the value of the gold and 
silver which was current in the colony before the first emission of its 
paper money. Before that emission, the colony had raised the 
denomination of its coin, and had, by act of assembly, ordered five 
shillings sterling to pass in the colony for six and three-pence, and 
afterwards for six and eight-pence. A pound colony currency, 
therefore, even when that currency was gold and silver, was more 
than thirty per cent, below the value of a pound sterling, and when 
that currency was turned into paper, it was seldom much more than 
thirty per cent, below that value. The pretence for raising the 
denomination of the coin, was to prevent the exportation o&gold 
and silver, by making equal quantities of those metals pass for 
greater sums in the colony than they did in the mother country. It 
was found, however, that the price of all goods from the mother 
country rose exaaly in proportion as they raised the denomination 
of their coin, so that their gold and silver were exported as fast as 
ever. 

The colonial paper The paper of each colony being received in the 
**"**^7^1^^^**^" payment of the provincial taxes, for the full value 
^ceived^pay^of for which it had been issued, it necessarily derived 
from this use some additional value, over and above 
1 [4 Geo. 111., c. 34.} 


Pennsylvania was 
moderate in its 
issues^ and its cur- 
rency never went 
below the real par. 
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what it would have had, from thfe real or supposed distance of the 
term of its final discharge and tedemption. This additional value 
was greater or less, according as the quantity of paper issued was 
more or less above what could be employed in the payment of 
the taxes of the particular colony which issued it. It was in all 
the colonies very much above what could be employed in this 
manner. 

A requirement that A princc, who should cnact that a Certain propor- 
of bo paid in a paper money of 

paper money might a certain kind, might thereby give a certain value 
this paper money; even though the term of its 
it was irredeemable, final discharge and redemption should depend alto- 
gether upon the will of the prince. If the bank which issued this 
paper was careful to keep the quantity of it always somewhat below 
what could easily be employed in this manner, the demand for it 
might be such as to make it even bear a premium, or sell for some- 
what more in the market than the quantity of gold or silver cur- 
rency for which it was issued. Some people account in this manner 
for what is called the Agio of the bank of Amsterdam, or for the 
superiority of bank money over current money; though this bank 
money, as they pretend, cannot be taken out of the bank at the will 
of the owner. The greater part of foreign bills of exchange must be 
paid in bank money, that is, by a transfer in the books of the bank; 
and the directors of the bank, they allege, arc carrfid to keep the 
whole quantity of bank money always below what this use occasions 
a demand for. It is upon this account, they say, that bank money sells 
for a premium, or bears an agio of four or five per cent, above the 
same nominal sum of the gold and silver currency of the country. 
This account of the bank of Amsterdam, however, it will appear 
hereafter,^ is in a great measure chimerical. ^ 

A paper currency A paper currency which faUs below the value of 
depredated below gold and silver coin, does not thereby sink the value 
'^es^Jnkth^"’ those metals, or occasion equal quantities of 
value of gold and them* to exchange for a smaller quantity of goods 
silver. Other kind. The proportion between the 

value of gold and silver and that of goods of any other kind, depends 

> [Bdow, pp. S03-J13. See abo die ‘Advertisement’ or prefiice to die 4died., above.] 

* [Ed. 1 reads "This account of the Bank of Amsterdam, however, I have reason to 
believt, is altogedhier chinicrictl.’] 

» [Ed. 1 re^ds *siidc the value of gold and silver, or occasion equal quantities of those 
metab’.] 
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in all cases, not upon the nature of quantity of any particular paper 

money, which may be current in any particular country, but upon 

the richness or poverty of the mines, which happen at any particular 

time to supply the great market of the commercial world with those 

metals. It depends upon the proportion between the quantity of 

labour which is necessary in order to bring a certain quantity of gold 

and silver to market, and that which is necessary in order to brin^ 

thither a certain quantity of any other sort of goods. * 

The only restrictions If bankers are restrained from issuing any cir4 

on banking which culating bank notes, or notes payable to the bearer, 
are necessary are the ^ . i -r i i < i 

prohibition of small lot icss than a ccrtam sum; and if they are subjected 

bank notes and the obligation of an immediate and uncondi- 

reqmrement that all , . ^ i i i 

notes shall he repaid tional payment ot such bank notes as soon as pre- 
on demand, scnted, their trade may, with safety to the public, 

be rendered in all other respects perfectly free. The late multipUca- 
tion of banking companies in both parts of the united kingdom, an 
event by which many people have been much alarmed, instead of 
diminisliing, increases the security of the public. It obliges all of 
them to be more circumspect in their conduct, and, by not extending 
their currency beyond its due proportion to their cash, to guard 
themselves against those maheious runs, which the rivalship of so 
many competitors is always ready to bring upon them. It restrains 
the circulation of each particular company within a narrower circle, 
and reduces their circulating notes to a smaller number. By dividing 
the whole circulation into a greater number of parts, the failure of 
any one company, an accident which, in the course of things, must 
sometimes happen, becomes of less consequence to the pubUc. This 
free competition too obUges aU bankers to be more Ubcral in their 
dealings with their customers, lest their rivals should carry them 
away. Ingcneral, if any branch of trade, or anydivision of labour, be 
advantageous to the pubUc, the freer and more general the coi&peti- 
tion, it will always be the more so. 



CHAPTER ni 


Of the Accumulation of Capital, or of 
Productive and Unproductive Labour 


There are two sorts There is one sort of labour which adds to the value 
of labour, produaive of the subject Upon which it is bestowed: there is 
mid improductwe. which has no such effect. The former, as it 

produces a value, may be called productive; the latter, unproduc- 
tive^ labour. Thus the labour of a manufacturer adds, generally, to 
the value of the materials which he works upon, that of his own 
maintenance, and of his master’s profit. The labour of a menial 
servant, on the contrary, adds to the value of nothing. Though the 
manufacturer has his wages advanced to him by his master, he, in 
reality, costs him no expence, the value of those wages bcii^ 
generally restored, together with a profit, in the improved value of 
the subject upon which his labour is bestowed. But the maintenance 
of a menial servant never is restored. A man grows rich by employ- 
ing a multitude of manufacturers: he grows poor, by maintaimng a 
multitude of menial servants.* The labour of the latter, however, 
has its value, and deserves its reward as well as that of the former. But 
the labour of the manufacturer fixes and realizes itself in some par- 
ticular subject or vendible commodity, which lasts for some time 
at least after that labour is past. It is, as it were, a certain quantity of 
labour stocked and stored up to be employed, if necessary, upon 
some other occasion. That subject, or what is the same thing, the 
price of that subject, can afterwards, if necessary, put into motion 


* Some French authors of great learning and ingenmty have used those words in af- 
ferent sense. In the last chapter of the fourth book I shall endeavour to show 4at dmr 

sense is an improper one. . , . j.. • « 

* lln the ardent which follows in the text the fact is overlooked that Hus « of 
true when the manufacturers arc etaployed to produce comr^ties for sale and when 
the menial servants arc employed merely for die comfort of the employa. A man 
and often does grow poor by employing people to make particular suojwts wvend- 
ihlc commoditS*’ for his own consumption, and an innkeeper may and itoes 
grpw rich by employing menial servants.] 
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a quantity of labour equal to that which had originally produced it. 
The labour of the menial servant, on the contrary, does not fix or 
realize itself in any particular subject or vendible commodity. His 
services generally perish in the very instant of their performance, 
and seldom leave any trace or value behind them, for which an 
equal quantity of service could afterwards be procured. 

Many kinds of labour labour of somc of the most respectable ordeijs 

besides menial service in the Society is, like that of mcnid servants, uni 
are unproductive, productive of flfltiy value, and does not fix ort^ 

realize itself in any permanent subject, or vendible commodity, 
which endures after that labour is past, and for which an equal 
quantity of labour could afterwards be procured. The sovereign, for 
example, with all the officers both of justice and war who serve 
under him, the whole army and navy, are unproductive labourers. 
They arc the servants of the public, and are maintained by a part of 
the aimual produce of the industry of other people. Their service, 
how honourable, how useful,^ or how necessary soever, produces 
nothing for which an equal quantity of service can afterwards be 
procured. The protection, security, and defence of the common- 
wealth, the effect of their labour this year, will not purchase its 
protection, security, and defence for the year to come. In the same 
class must be ranked, some both of the gravest and most important, 
and some of the most frivolous professions: churchmen, lawyers, 
physicians, men of letters of all kinds; players, buffoons, musicians, 
opera-singers, opera-dancers, &c. The labour of the meanest of 
these has a certain value, regulated by the very same principles 
which regulate that of every other sort of labour; and that of the 
noblest and most useful, produces nothing which could afterwards 
purchase or procure an equal quantity of labour. Like the declama- 
tion of the actor, the harangue of the orator, or the tune of the 
musician, the work of all of them perishes in the very instant t)f its 


production. 

The proporHon of 
the produce m- 
pbyed in nudntain^ 
prodtcHve hands 
determines the next 
yearns produce. 


Bodi productive and unproductive labourers, and 
diose who do not labour at all, are all equally 
maintained by die annual produce of the land and 
labour of the country. This produce, how great 
soever, can never be infinite, but must have certain 


limits. Accordit^, dierefore, as a smaller or greater propordem of 


^ {Bis in the‘Iiittodiiction«»iPlanoftbe'Wotk', voL i.,p.a, ‘ii*efitl’iicQtt{4edwidi 
'prednetive,' and used as equivalent to it.] 
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it is in any one year employed in maintaining improductive hands, 
the more in the one case and the less in the other will remain for the 
productive, and the next year’s produce wiU be greater or smaller 
accordingly; the whole annual produce, if we except the spontaneous 
productions of the earth, being the effect of productive labour. 

Part of the produce Though the whole annual produce of the land and 
'cZ^m7XfitCd labour of every country, is, no doubt, ultimately 
rent. destined for supplying the consumption of its 

inhabitants, and for procuring a r^enue to them; yet when it first 
comes either from the ground, or from the hands of the productive 
labourers, it naturally divides itself into two parts. One of them, 
and frequently the largest, is, in the first place, destined for replacing 
a capital, or for renewing the provisions, materials, and finished 
work, which had been withdrawn from a capital; the other for 
constituting a revenue cither to the owner of this capital, as the 
profit of his stock; or to some other person, as the rent of his land. 
Thus, of the produce of land, one part replaces the capital of the 
farmer; the other pays his profit and the rent of the landlord; and 
thus constitutes a revenue both to the owner of this capital, as the 
profits of his stock; and to some other person, as the rent of his land. 
Of the produce of a great manufactory, in the same manner, one 
part, and that always the largest, replaces the capital of the under- 
taker of the work; the other pays his profit, and thus constitutes a 
revenue to the owner of this capital.^ v/ 

That which replaces Tlwt part of the annual produce of the land and 
capital employs none labour of any country which replaces a capital, 
but produetiue hands, jg immediately employed to maintain any 

but productive hands. It pays the wages of productive labour only. 
That which is imm ediately destined for constituting a revenue either 
as profit or as rent, may maintain indifferently either productive or 
unproductive hands. 

Whatever part of his stock a man employs as a capital, he always 
expects it to be replaced to him with a profit. He employs it, there- 
fore, in maintaining productive hands only; and after having served 
in the function of a capital to him, it constitutes a revenue to th^ 
Whenever he employs any part of it in maintainii^ unproductive 
harid s of any that part is, fiom that moment, withdrawn 


» [It mmt be dbteoed that in das pa«^ pro^ u not to the 
tconomic ofmeomt or act produce, but as mduding aU products, m tnluiea 

in ^weaving nuicidiiery as v^cU as the dodi.] 
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from his capital, and placed in his stock reserved for immediate 
consumption. 

while unproduetive Unproductive laboiurers, and those who do not 

hands those who labour at all, are all maintained by revenue; either, 
do not labour are ^ , , - , , , i • i • 

supported by first, by that part of the annual produce which is 

revenue, originally destined for constituting a revenue to 

some particular persons, cither as the rent of land or as the profits pf 
stock; or, secondly, by that part which, though originally destined 
for replacing a capital and for maintaining productive labourers 
only, yet when it comes into their hands, whatever part of it is ovct 
and above their necessary subsistence, may be employed in main- 
taining indifferently either productive or unproductive hands. 
Thus, not only the great landlord or the rich mercliant, but even the 
common workman, if his wages are considerable, may maintain a 
menial servant; or he may sometimes go to a play or a puppet- 
show, and so contribute his share towards maintaining one set of 
unproductive labourers; or he may pay some taxes, and thus help 
to maintain another set, more honourable and useful, indeed, but 
equally unproductive. No part of the annual produce, however, 
which had been originally destined to replace a capital, is ever 
directed towards maintaining unproductive hands, till after it has 
put into motion its fiill complement of productive labour, or all 
that it could put into motion in the way in which it was employed. 
The workman must have earned his wages by work done, before he 
can employ any part of them in this manner. Tliat part too is 
generally but a small one. It is his spare revenue only, of which pro- 
ductive labourers have seldom a great deal. They generally have 
some, however; and in the payment of taxes the greatness of their 
number may compensate, in some measure, the smallness of their 
contribution. The rent of land and the profits of stock arc every- 
where, therefore, the principal sources from which unproHuctive 
hands derive their subsistence. These arc the two sorts of revenue of 
which the owners have generally most to spare. They might both 
maintain indifferently either productive or unproductive hands. 
They seem, however, to have some predilection for the latter. The 
expence of a great lord feeds generally more idle than industrious 
people. The rich merchant, though with his capital he maintains 
industrious people only, yet by his expcnce, that is, by the employ- 
ment of his revenue, he feeds commonly the very same sort as the 
great lord. 
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So the proportion of The proportion, therefore, between the productive 
^en^on^he^^ unproductive hands, depends very much in 

proportion between every country upon the proportion between that 
“f *•“ “““1 » soon as it 

which replaces comes either from the ground or from the hands 

capital, jijg productive labourers, is destined for re- 

placing a capital, and that which is destined for constituting a 
revenue, cither as rent, or as profit. This proportion is very different 
in rich from what it is in poor countries. 

Rent anciently Thus, at present, in the opulent countries of Europe, 

^^i^nofZ'plT ® frequendy the largest portion of the 

uce of agriculture producc of the knd, is destined for replacing the 
than now. Capital of the rich and independent farmer; the 

other for paying his profits, and the rent of the landlord. But 
anciently, during the prevalency of the feudal government, a very 
small portion of the produce was sufficient to replace the capital 
employed in cultivation. It consisted commonly in a few wretched 
cattle, maintained altogether by the spontaneous producc of uncul- 
tivated land, and which might, therefore, be considered as a part of 
that spontaneous produce. It generally too belonged to the landlord, 
and was by him advanced to the occupiers of the land. All the rest 
of the produce properly belonged to ffim too, cither as rent for his 
land, or as profit upon this paultry capital. The occupiers of land 
were generally bondmen, whose persons and effects were equally 
his property. Those who were not bondmen were tenants at will, 
and though the rent which they paid was often nominally little 
more than a quit-rent, it really amounted to the whole produce of 
the land. Their lord could at all times command their labour in 
peace, and their service in war. Though they lived at a distance from 
his house, they were equally dependent upon him as his retainers who 
lived in it. But the whole producc of the land undoubtedly belongs 
to him, who can dispose of the labour and service of all those whom 
it maintains. In the present state of Europe, the share of the landlord 
seldom exceeds a third, sometimes not a fourth part of the whole pro- 
ducc of the land. The rent of land, however, in all the improvedparts 
of the country, has been tripled and quadrupled since those ancient 
times; and this third or fourth part of the annual produce is, it seems, 
three or four times greater than the whole had been before. In the 
progress of improvement, rent, though it increases in proportion 
to the extent, diminishes in proportion to the produce of the land^ 
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Pro^ were jj^ Opulent countries of Europe, great capitals 

anciently a larger * . 

share of the produce are at present employed m trade and manufactures. 
of manufactures, jn the ancient state, the little trade that was stirring, 
and the few homely and coarse manufactures that were carried on, 
required but very small capitals. These, however, must have 
yielded very large profits. The rate of interest was no-wherc less 
than ten per cent, and their profits must have been sufficient 10 
afford this great interest. At present the rate of interest, in the ini- 
proved parts of Europe, is no-where higher than six per cent, an^ 
in some of the most improved it is so low as four, three, and two 
per cent. Though that part of the revenue of the inhabitants which is 
derived from the profits of stock is always much greater in rich than 
in poor countries, it is because the stock is much greater: in propor- 
tion to the stock the profits arc generally much less.^ 
so the proportion of That part of the annual produce, therefore, which, 
repl^ngMpitauT ^ comcs either from the ground, or from 

greater than it was. thc hands of the productive labourers, is destined 
for replacing a capital, is not only much greater in rich than in poor 
countries, but bears a much greater proportion to that which is 
immediately destined for constituting a revenue cither as rent or as 
profit. Thc funds destined for the maintenance of productive labour, 
arc not only much greater in the former than in the latter, but bear a 
much greater proportion to those which, though they may be em- 
ployed to maintain cither productive or unproductive hands, have 
generally a predilection for thc latter. 

The proportion proportion between those different funds 

between the funds iicccssarily determines in every country thc general 
^einhM^tsof^ character of the inhabitants as to industry or idlc- 
the country shtM be ncss. Wc are morc industrious than our forefathers; 
industrious or idle, because in the present times thc funds destined for 
thc maintenance of industry, arc much greater in proportion to those 
which are likely to be employed in the maintenance of idleness, than 
they were two or three centuries ago. Our ancestors were idle for 
want of a sufficient encouragement to industry. It is better, says thc 
proverbi to play for nothing, than to work for nothing. In mercan- 
tile and manufacturing towns, where thc inferior ranks of people 
are diiefly maintained by thc employment of capital, they are in 


* {The qtiestkHi first wc^poimded, wiui^er profits form a larger proportioo of the 
produce, is wholly lost nght of. With a stdek larger m propoition to die produce, a 
lower rate of prem may give a larger proportion of dbe prochtce.] 
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general industrious, sober, and thriving; as in many English, and in 
most Dutch towns. In those towns which are principally supported 
by the constant or occasional residence of a court, and in which the 
inferior ranks of people are chiefly maintained by the spending of 
revenue, they are in general idle, dissolute, and poor; as at Rome, 
Versailles, Compiegne, and Fontainbleau. If you except Rouen and 
Bourdeaux, there is little trade or industry in any of the parliament 
towns of France;^ and the inferior ranks of people, being chiefly 
maintained by the expence of the members of the courts of justice, 
and of those who come to plead before them, arc in general idle and 
poor. The great trade of Rouen and Bourdeaux seems to be alto- 
gether the effect of their situation. Rouen is necessarily the entrepot 
of almost all the goods which are brought either from foreign 
countries, or from the maritime provinces of France, for the con- 
sumption of tlie great city of Paris. Bourdeaux is in the same manner 
the entrepot of the wines which grow upon the banks of the 
Garonne, and of the rivers which run into it, one of the richest wine 
countries in the world, and which seems to produce the wine fittest 
for exportation, or best suited to the taste of foreign nations. Such 
advantageous situations necessarily attract a great capital by the 
great employment which they afford it; and the employment of 
diis capital is the cause of the industry of those two cities. In the 
other parliament towns of France, very little more capital seems 
to be employed than what is necessary for supplying their own 
consumption; that is, little more than the smallest capital which can 
be employed in them. The same thing may be said of Paris, Madrid, 
and Vienna. Of those three cities, Paris is by far the most industrious: 
but Paris itself is the principal market of all the manufactures estab- 
lished at Paris, and its own consumption is the principal object of all 
the trade which it carries on. London, Lisbon, and Copenhagen, 
arc, perhaps, the only three cities in Europe, which arc both the 
constant residence of a court, and can at the same time be con- 
sidered as trading cities, or as cities which trade not only for their 
own consumption, but for that of other cities and countries. The 
situation of all the three is extremely advantageeous, and naturally 
fits them to be the cntrep6ts of a great part of Ae goods destined 
for the consumption of distant places. In a city where a great 
revenue is spent, to employ with advantage a capital for any otiiet 

^ Wjt., Parts, Toulouse, Grenoble, Bor^saux, Dijon, Roue^ Paw^ 

and torn. xiL, i7d5» Parteient.! 
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purpose than for supplying the consumption of that city, is probably 
more difficult than in one in which the inferior ranks of people have 
no other maintenance but what they derive from the employment 
of such a capital. The idleness of the greater part of the people who 
are maintained by the expence of revenue, corrupts, it is probable, 
the industry of those who ought to be maintained by the employ- 
ment of capital, and renders it less advantageous to employ a capital 
there than in other places. There was little trade or industry m 
Edinburgh before the Union. When the Scotch parUament was no 
longer to be assembled in it, when it ceased to be the necessary 
residence of the principal nobility and gentry of Scotland, it became 
a city of some trade and industry. It still continues, however, to be 
the residence of the principal courts of justice in Scotland, of the 
boards of customs and excise, &c. A considerable revenue, therefore, 
still continues to be spent in it. In trade and industry it is much in- 
ferior to Glasgow, of which the inhabitants arc chiefly maintained 
by the employment of capital.^ The inhabitants of a large village, it 
has sometimes been observed, after having made considerable pro- 
gress in manufactures, have become idle and poor, in conse- 
quence of a great lord’s having taken up his residence in their 
neighbourhood. 


Increase or diminu- proportion between capital and revenue, thcre- 
tim of the capital of forc, sceiiis evcry-wherc to regulate the proportion 
V(^entlyZaeases between industry and idleness. Wherever capital 
or diminishes its predominates, industry prevails: wherever revenue, 
annual produce. idleness. Every increase or diminution of capital, 
therefore, naturally tends to increase or diminish the real quantity of 
industry, the number of productive hands, and consequendy the 
exchangeable value of the annual produce of the land and labour 
of the country, the real wealth and revenue of all its inhabi^ts. 
Capitals are Capitals arc increased by parsimony, and dimi- 
by prodigality and misconduct. 

saving. Whatever a person saves &om his revenue he 

adds to his capital, and either employs it himself in m a int a in ing an 
additional number of productive hands, or enables some other per- 
son to do so, by lending it to him for an interest, that is, for a share of 
dbe profits. As the capital of an individual can be increased only by 


'[InLtdw«5,pp. the idleness of Edinburgh and stidhlike idaoes comp!^ 

widi Glasgow is attianited simply to dw want of indmiencienoefai dsemhabitanti. Ine 
iattoductioD of revenue and capital is die fruit of study die pbysioemtic doctrhie*-] 
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what he saves from his annual revenue or his annual gains, so the 
capital of a society, which is the same with that of all the individuals 
who compose it, can be increased only in the same manner. 

Parsimony, and not industry, is the immediate cause of the increase 
of capital. Industry, indeed, provides the subject which parsimony 
accumulates. But whatever industry might acquire, if parsimony 
did not save and store up, the capital would never be the greater. 

Parsimony, by increasing the fund which is destined for the main- 
tenance of productive hands, tends to increase the number of those 
hands whose labour adds to the value of the subject upon which it is 
bestowed. It tends therefore to increase the exchangeable value of 
the annual produce of the land and labour of the country. It puts into 
motion an additional quantity of indi^jry, which gives an addi- 
tional value to the annual produce. 

What is saved is What is annually saved is as regularly consumed 
consumed by as what is annually spent, and nearly in the same 

productive hands. too;^ but it is Consumed by a different set of 

people. That portion of his revenue which a rich man annually 
spends, is in most cases consumed by idle guests, and menial ser- 
vants, who leave nothing behind them in return for their consump- 
tion. That portion which he annually saves, as for the sake of the 
profit it is immediately employed as a capital, is consumed in the 
same maimer, and nearly in the same time too, but by a different set 
of people, by labourers, manufacturers, and artificers, who re- 
produce with a profit the value of their annual consumption. His 
revenue, we shall suppose, is paid him in money. Had he spent the 
whole, the food, clothing, and lodging, which the whole could 
have purchased, would have been distributed among the former set 
of people. By saving a part of it, as that part is for the sake of the 
profit immediately employed as a capital cither by himself or by 
some other person, the food, clothing, and lodging, which may be 
purchased with it, arc necessarily reserved for the latter. The con- 
sumption is the same, but the consumers arc different. 

The frugal man By what a frugal man annually saves, he not only 

estatUshsaper-^ affords maintenance to an additional number of 
productive hands, for that or the ensuing year, but 
pt0du(tiim hands, the foimdcr of a public workhouse, he estab- 


^ {This tHUTiftdlQX is arrived at through a coiufusiott between tlw of dbe 

tabouren who produce the additions to the capital and the additions thetxrMdves. What 
is really saw^ is the additions to the capital, and these are not consumed.] 
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lishes as it were a perpetual fund for the maintenance of an equal 
number in all times to come. The perpetual allotment and destina- 
tion of this fund, indeed, is not always guarded by any positive law, 
by any trust-right or deed of mortmain. It is always guarded, how- 
ever, by a very powerful principle, the plain and evident interest of 
every individual to whom any share of it shall ever belong. No part 
of it can ever afterwards be employed to maintain any but produc- 
tive hands, without an evident loss to the person who thus pervem 
it from its proper destination. ^ 

The prodigal per- prodigal perverts it in this manner. By not 

perts such funds to confining his expence within his income, he cn-* 
other uses. croaches upon his capital. Like him who perverts 

the revenues of some pious foundation to profane purposes, he 
pays the wages of idleness with those funds which the frugality of 
his forefathers had, as it were, consecrated to the maintenance of 


industry. By diminishing the funds destined for the employment of 
productive labour, he necessarily diminishes, so far as it' depends 
upon him, the quantity of that labour which adds a value to the 
subject upon which it is bestowed, and, consequently, the value of 
the annual produce of the land and labour of the whole country, the 
real wealth and revenue of its inhabitants. If the prodigality of some 
was not compensated by the frugality of others, the conduct of 
every prodigal, by feeding the idle with the bread of the industrious, 
tends not only to beggar himself, but to impoverish his country. 
Whether he spends Though the cxpcncc of the prodigal should be 
altogether in home-made, and no part of it in 
no iifference. foreign commodities, its effect upon the productive 
funds of the society would still be the same. Every year there would 
still be a certain quantity of food and clothing, which ought to have 
maintained productive, employed in maintaining un-prpductivc 
hands. Every year, therefore, there would still be some dimmution 
in what would otherwise have been the value of tlic annual produce 
of the land and labour of the country. 

ifhefMdnotsptttt This expence, it may be said indeed, not being in 
S/wSifr “d not occasioning my exporta- 

money in (he country tiou of gold and silver, the same quantity of money 
remain in the country as before. But if dw 
hands as well. quantity of food and dotfaing, which were thus 
consumed by unproductive, had been distribute among prodtsttive 


^ f£d. I does not cemtain 'it\] 
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hands, they would have re-produced, together with a profit, the 
full value of their consumption. The same quantity of money would 
in this case equally have remained in the country, and there would 
besides have been a reproduction of an equal value of consumable 
goods. There would have been two values instead of one. 

Besides, when the The Same quantity of money, besides, cannot lon^ 
MnishZ money in any country in which the value of the 

will so abroad; aimual produce diminishes. The sole use of money 
is to circulate consumable goods. By means of it, provisions, 
materials, and finished work, are bought and sold, and distributed 
to their proper consumers. The quantity of money, therefore, which 
can be annually employed in any country, must be determined by 
the value of the consumable goods annually circulated within it. 
These must consist either in the immediate produce of the land and 
labour of the country itself, or in something which had been pur- 
chased with some part of that produce. Their value, therefore, must 
diminish as the value of that produce diminishes, and along with it 
the quantity of money which can be employed in circulating them. 
But the money which by this annual diminution of produce is 
annually thrown out of domestic circulation, will not be allowed to 
lie idle. The interest of whoever possesses it, requires that it should 
be employed. But having no employment at home, it will, in spite 
of all laws and proliibitions, be sent abroad, and employed in pur- 
chasing consumable goods which may be of some use at home. Its 
annual exportation will in this manner continue for some time to 
add something to the annual consumption of the country beyond 
the value of its own annual produce. What in the days of its pros- 
perity had been saved from that aimual produce, and employed in 
purchasing gold and silver, will contribute for some little time to 
support its consumption in adversity. The exportation of gold and 
silver is, in this case, not the cause, but the effect of its declension, 
and may even, for some Utde time, alleviate the misery of that 
declension. 

and on the other The quantity of money, on the contrary, must in 
hand motley will every country naturally increase as the vidue of the 

annual produce increases. The value of the con- 
inereases, sumabic goods annually circulated within the 

society being greater, will require a greater quantity of money to 
circulate them. A part of the increased produce, iviB 

naturaiiy be employed in purchasing, wherever it is to be the 
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additional quantity of gold and silver necessary for circulating the 
rest. The increase of those metals will in this case be the effect, not 
the cause, of the pubhc prosperity. Gold and silver are purchased 
every-where in the same manner. The food, clothing, and lodging, 
the revenue and maintenance of all those whose labour or stock is 


employed in bringing them from the mine to the market, is the 
price paid for them in Peru as well as in England. The country 
which has this price to pay, will never be long without the quantity 
of those metals which it has occasion for; and no country will ever 
long retain a quantity which it has no occasion for. 


So even if the real Whatever, therefore, we may imagine the real 
wealth of a country wealth and revenue of a country to consist in, 
moneyft^ prodigal whether in the value of the amiud produce of its 
would be a public land and labour, as plain reason seems to dictate; 
enemy. ^ quantity of the precious metals which 

circulate within it, as vulgar prejudices suppose; in cither view of 
the matter, every prodigal appears to be a public enemy, and every 
frugal man a pubUc benefactor. 

Injudicious employ- The effects of misconduct are often the same as 
^esame^e^^taT prodigality. Every injudicious and unsuc- 

prodigality. ccssful project in agriculture, mines, fisheries, trade, 

or manufactures, tends in the same manner to diminish the funds 


destined for the maintenance of productive labour. In every such 
project, though the capital is consimicd by productive hands only, 
yet, as by the injudicious manner in which they are employed, they 
do not reproduce the full value of their consumption, there must 
always be some diminution in what would otherwise have been the 


productive funds of the society. 

Frugality and seldom happen, indeed, that the circumstances 

prudence of a great nation can be much affected either by the 

predominate. prodigality or misconduct of individuals; the pro- 

fusion or imprudence of some, being always more than compensated 


by the frugality and good conduct of others. 

Prodigality is more With regard to profusion, the principle which 
prompts to cxpencc, is the passion for present enjoy- 
toniition, mcnt; which, though sometimes violent and very 


difEcult to be restrained, is in general only momentary and occa- 
sional. But the principle which prompts to save, is the desire of 
bettering our cmidition, a desire which, though generally calm and 
dispassionate, comes with us from the womb, and never leaves us 
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till we go into the grave. In the whole interval which separates 
those two moments, there is scarce perhaps a single instant^ in which 
any man is so perfectly and completely satisfied with his situation, 
as to be without any wish of alteration or improvement of any kind* 
An augmentation of fortune is the means by which the greater part 
of men propose and wish to better their condition. It is the means 
the most vulgar and the most obvious; and the most likely way of 
augmenting their fortune, is to save and accumulate some part of 
what they acquire, either regularly and annually, or upon some 
extraordinary occasions. Though the principle of expence, therefore, 
prevails in almost all men upon some occasions, and in some men 
upon almost all occasions, yet in the greater part of men, taking the 
whole course of their life at an average, the principle of frugality 
seems not only to predomiixate, but to predominate very greatly. 
Imprudent under- With regard to misconduct, the number of prudent 
mmh^ZmpareJl successful undertakings is every-where much 
prtident ones. greater than that of injudicious and unsuccessful 
ones. After all our complaints of the frequency of bankruptcies, the 
unhappy men who fall into this misfortune make but a very small 
part of the whole number engaged in trade, and all other sorts of 
business; not much more perhaps than one in a thousand. Bank- 
ruptcy is perhaps the greatest and most humiliating calamity which 
can befal an iimocent man. The greater part of men, therefore, are 
sufficiently careful to avoid it. Some, indeed, do not avoid it; as 
some do not avoid the gallows. 

Public prodigality Great nations are never impoverished* by private, 
Ztrl^rUfeaJed^ though they sometimes are by public prodigality 
than priJte, and misconduct. The whole, or almost the whole 
pubUc revenue, is in most countries employed in maintaining un- 
productive hands. Such arc the people who compose a numerous 
and splendid court, a great ecclesiastical establishment, great fleets 
and armies, who in time of peace produce nothing, and in time of 
war acquire nothing which can compensate the cxpcnce of main- 
taining them, even wliile the war lasts. Such people, as they them- 
selves produce nothing, are all maintained by the produce of other 
men s labour. When multipUed, therefore, to an unnecessary nun^ 
ber, they may in a particular year consume so great a share of this 


^ [Misprinted ^instance’ in cd. 5. and coni^ucntly in 

• [‘Impoverished* is here equivalent to ‘made poor, i.r., ruined, not merely to macw 

pooKcr’.f 
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produce, as not to leave a sufficiency for maintaining the produc- 
tive labourers, who should reproduce it next year. The next year’s 
produce, therefore, will be less than that of the foregoing, and if the 
same disorder should continue, that of the third year will be still 
less than that of the second. Those unproductive hands, who should 
be maintained by a part only of the spare revenue of the people, mav 
consume so great a share of their whole revenue, and thereby obli^ 
so great a number to encroach upon their capitals, upon the funew 
destined for the maintenance of productive labour, that all the friH 
gality and good conduct of individuals may not be able to com-\ 
pensate the waste and degradation of produce occasioned by this 
violent and forced encroachment. 

but are counteracted ^his frugality and good conduct, however, is upon 
by private frugality most occasioiis, it appears from experience, suffi- 
and prudence. cient to compensate, not only the private prodi- 
gality and misconduct of individuals, but the pubhc extravagance of 
government. The uniform, constant, and uninterrupted effort of 
every man to better his condition, the principle from which public 
and national, as well as private opulence is originally derived, is 
frequently powerful enough to maintain the natural progress of 
things toward improvement, in spite both of the extravagance of 
government, and of the greatest errors of administration. Like the 
unknown principle of animal life, it frequently restores health and 
vigour to the constitution, in spite, not only of the disease, but of 
the absurd prescriptions of the doctor. 

To increase the The annual produce of the land and labour of any 
^ increased in its value by no other 
is necessary.' means, but by increasing either the number of its 

productive labourers, or the productive powers of those labourers 
who had before been employed. The number of its projJjuctive 
labourers, it is evident, can never be much increased, but in conse- 


quence of an increase of capital or of the funds destined for main- 
taining them. The productive powers of the same number of 
labouren caimot be increased, but in consequence cither of some 
addition and improvement to those machines and instruments which 
facilitate and abridge labour; or of a more proper division and dis- 
tribution of employment. In cither case an additional capital is 
almost always required. It is by means of an additional capital only, 
that the undertaker of any work can either provide his workmen 
whh better machinery, or make a more proper distribution of 
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employment among them. When the work to be done consists of a 
number of parts, to keep every man constantly employed in one 
way, reejuires a much greater capital than where every man is 
occasionally employed in every different part of the work. When 
compare, therefore, the state of a nation at two 
ti^e may bTsure the different periods, and find, that the annual produce 
capital has increased, of its land and labour is evidently greater at the 
latter than at the former, that its lands are better cultivated, its 
manufactures more numerous and more flourishing, and its trade 
more extensive, we may be assured that its capital must have in- 
creased during the interval between those two periods, and that 
more must have been added to it by the good conduct of some, than 
had been taken from it either by the private misconduct of others, 
or by the pubUc extravagance of government. But we shall find 
This has been the this to have been the case of almost all nations, in 
^nZZs^in peaceable ^ tolerably quiet and peaceable times, even of 
those who have not enjoyed the most prudent and 
parsimonious governments. To form a right judgment of it, indeed, 
we must compare the state of the country at periods somewhat 
distant from one anotlier. The progress is frequently so gradual, that, 
at near periods, the improvement is not only not sensible, but from 
the declension cither of certain branches of industry, or of certain 
districts of the country, things which sometimes happen though 
the country in general bc^ in great prosperity, there frequently arises 
a suspicion, that the riches and industry of the whole arc decaying. 
England for example The annual produce of the land and labour of 
from $660(01776, England, for example, is certainly much greater 
than it was, a little more than a century ago, at the restoration of 
Charles II. Though, at present, few people, I believe, doubt of this, 
yet during this period, five yean have seldom passed away in which 
some book or pamphlet has not been published, vnritten too with 
such abilities as to gain some authority with the public, and pre- 
tending to demonstrate that the wealth of the nation was fiist 
declining, that the country was depopulated, agriculture neglected, 
manufactures decaying, and trade undone. Nor have these publica- 
tions been all party pamphlets, the wretched offspring of fids^ood 
and venaUty. Many of them have been written by very candid and 
very intelligent people; who wrote nothing but what they believed, 
and for no odier reason but because they believed it. 

fEd, I reads 
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orfiomisssto The annual produce of the land and labour of 
England again, was certainly much greater at the 
restoration, than we can suppose it to have been about an hundred 
years before, at the accession of Elizabeth. At this period too, we 
have all reason to believe, the coimtry was much more advanced in 
improvement, than it had been about a century before, towarjds 
the close of the dissensions between the houses of York and Laiicis- 
tcr. Even then it was, probably, in a better condition than it had 
been at the Norman conquest, and at the Norman conquest, than 
during the confusion of the Saxon Heptarchy. Even at this early 
period, it was certainly a more improved country than at the inva- 
sion of Julius Caesar, when its inhabitants were nearly in the same 
state with the savages in North America. 

though there was those periods, howcver, there was, not 

much public arid only much private and public profusion, many 
expensive and unnecessary wars, great perversion 
orders and misfor-- of the annual produce from maintaining produc- 
tunes occurred. maintain unproductive hands; but some- 

times, in the confusion of civil discord, such absolute waste and 
destruction of stock, as might be supposed, not only to retard, as it 
certainly did, the natural accumulation of riches, but to have left 
the coimtry, at the end of the period, poorer than at the beginning. 
Thus, in the happiest and most fortunate period of them all, that 
which has passed since the restoration, how many disorders and 
misfortunes have occurred, which, could they have been foreseen, 
not only the impoverishment, but the total ruin of the country 
would have been expected from them? The fire and the plague of 
London, the two Dutch wars, the disorders of the revolution, the war 
in Ireland, the four expensive French wars of 1688, 1702,^ 1742, and 
1756, togcAcr with the two rebellions of 1715 and I745*^ln the 
course of the four French wars, the nation has contracted more than 
a hundred and forty-five millions of debt, over and above all the 
other extraordinary annual cxpcncc which they occasioned, so that 
the whole cannot be computed at less than two hundred millions. 
So great a share of the aimual produce of the land and labour of the 
country, has, since the revolution, been employed upon different 
occasions, in maintaining an extraordinary number of unproduc- 
tive hands. But had not those wars given this particular direction 
to $0 large a capital, the greater part of it would naturally have been 
» (Ed. I reads *1701*.] 
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employed in maintaining productive hands, whose labour would 
have replaced, with a profit, the whole value of their consumption. 
The value of the annual produce of the land and labour of the 
country, would have been considerably increased by it every year, 
and every year s increase would have augmented still more that of 
the following year.^ More houses would have been built, more 
lands would have been improved, and those which had been im- 
proved before woidd have been better cultivated, more manufac- 
tures would have been established, and those which had been estab- 
lished before would have been more extended; and to what height 
the real wealth and revenue of the country might, by this time, have 
been raised, it is not perhaps very easy even to imagine. 

Private frugality and But though thc profusion of government must, 
undoubtedly, have retarded the natural progress 
these circumstances, of England towards wealth and improvement, it 
has not been able to stop it. The annual produce of its land and 
labour is, undoubtedly, much greater at present that it was either 
at thc restoration or at the revolution. The capital, therefore, an- 
nually employed in cultivating this land, and in maintaining this 
labour, must likewise be much greater. In the midst of all the exac- 
tions of government, this capital has been silently and gradually 
accumulated by the private frugality and good conduct of indi- 
viduals, by their universal, continual, and uninterrupted effort to 
better their own condition. It is this effort, protected by law and 
allowed by liberty to exert itself in the manner that is most advan- 
tageous, which has maintained the progress of England towards 
opulence and improvement in almost all former times, and which, 
it is to be hoped, will do so in all future times. England, however, 
as it has never been blessed with a very parsimonious government, so 
parsimony has at no time been the chaiacteristical virtue of its 
inhabitants. It is thc highest impertinence and presumption, there- 
fore, in kings and ministers, to pretend to watch over thc oeconomy 
of private people, and to restrain their cxpence, either by sump- 
tuary laws, or by prohibiting the importation of foreign luxuries. 
They are themselves always, and without any exception, the 
greatest spendthrifts in the society. Let them look well after their 
own cxpence, and they may safely trust private people with theirs^ 
If their own extravagance docs not ruin the state, that of their $uh^ 
jects never will. 


1 (Ed. 1 reads ‘the next year\] 
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Apart from inatast As frugality increases, and prodigality dimitiMies 
the public capital, so the conduct of those whose 
kSidf of expense expence just equals their revenue, without either 

maybeiHsiltfguished. accumulating or cncroachii^, ndther increases nor 
diminishes it. Some modes of expence, however, seem to contribute 
more to the growth of pubhc opulence than others. 

An individual who Th® revenue of an individual may be spent, cither 
spends on durable in things which arc consumed immediately, and in 

rtA^imo^who "which one day s cxpence can either allcviateUor 
spends on perishable support that of another; or it may be spent in 
things more durable, which can therefore \be 
accumulated, and in which every day’s expcnce may, as he chuses, 
cither alleviate or support and heighten the effect of that of the 
following day. A man of fortune, for example, may either spend 
his revenue in a profuse and sumptuous table, and in maintaining 
a great number of menial servants, and a multitude of dogs and 
horses; or contenting himself with a frugal table and few attendants, 
he may lay out the greater part of it in adorning his house or his 
country villa, in useful or ornamental buildings, in useful or 
ornamental furniture, in collecting books, statues, pictures; or in 
things more frivolous, jewels, baubles, ingenious trinkets of different 
kinds; or, what is most trifling of all, in amassing a great wardrobe 
of fine clothes, hke the favourite and minister of a great prince who 
died a few years ago.^ Were two men of equal fortune to spend 
their revenue, the one chiefly in the one way, the other in the other, 
the magnificence of the person whose expence had been chiefly in 
durable commodities, would be continually increasing, every day’s 
expence contributing something to support and heighten the effect 
of that of the following day: that of the other, on the contrary, 
would be no greater at the end of the period dian at tire beginning. 
The former too would, at the end of the period, be the nchcr man 
of the two- He would have a stock of goods of some kind or other, 
which, though it might not be worth all that it cost, would always 

* (A$ suggested by Germain Ganuer*s note on this passage (Rtcherches sur la Nature et 
les Causes de la JUchesse des Nations, 1802, tom. il., p. 346), this was doubdess the Count 
of Bnihl, Minister and Great Chamberlain to the King of Poland, who left at his 
death 365 suits of clothes, all very rich. Jonas Hanway (Historical Aecomtt of the British 
Trade opcr the Caspian Sea, with a Journal of Travels from London trough Russia into 
Persia, and bade through Russia, Germany and Holland, tJSh ^<^ 1 - u** P- 
count had 300 or 400 suits of rich doches, and had ^collected all the ^eit colours of all 
the dnett cloths, velvets, and silks of all the manufactures, not to mention the di^Kirent 
kinds of lace a^ embroideries of Europe,* and also pictures and books, at Dresden. 
He died in 1764.} 
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be v^rth something. No trace or vestige of the cxpcncc of the 
lattcf would remain, and the effects often or twenty years profusion 
would be as completely annihilated as if they had never existed. 

The same thing is As the one modc of cxpence is more favourable 
true of a nation. ^han the Other to the opulence of an individual, so 

is it likewise to that of a nation. The houses, the furniture, the 
clothing of the rich, in a httle time, become useful to the inferior 
and middling ranks of people. They are able to purchase them when 
their superiors grow weary of them, and the general accommoda- 
tion of the whole people is thus gradually improved, when this mode 
of expence becomes universal among men of fortune. In countries 
which have long been rich, you will frequently find the inferior 
ranks of people in possession both of houses and furniture perfeedy 
good and entire, but of which neither the one could have been built, 
nor the other have been made for their use. What was formerly a 
scat of the family of Seymour, is now an inn upon the Bath road.^ 
The marriage-bed of James the First of Great Britain, which his 
Queen brought with her from Denmark, as a present fit for a 
sovereign to make to a sovereign, was, a few years ago, the ornament 
of an ale-house at Dunfermline.^ In some ancient cities, which 


either have been long stationary, or have gone somewhat to decf^y, 
you will sometimes scarce find a single house which could have 
been built for its present inhabitants. If you go into those houses 
too, you will frequently find many excellent, though antiquated 
pieces of furniture, which arc still very fit for use, and which could 
as little have been made for them. Noble palaces, magnificent villas, 
great collections of books, statues, pictures, and other curiosities, 
arc frequendy both an ornament and an honour, not only to the 
neighbourhood, but to the whole country to which they belong. 
Versailles is an onument and an honour to France, Stowe and 
Wilton to England. Italy still continues to command some sort of 
veneration by the number of monuments of this kind which it 
possesses, though the wealth which produced them has decay^, 
and though’ the genius which planned them seems to be extin- 
guished, perhaps from not having the same employment. 

1 [Thk was the Castle Ion at Marlborough, which ceased to be an inn and became 
Marlborough CoUege in 1843* thus undergoing ano^r 

• rX^ii^cqH»,Mrs. Walka-,a2ctiomJac^ite.rrf^^^ 

the bed, but pnSited it about 1764 to the Earl of Elgin 

Toum m4 pJsh eflhmformline, 1815. p. nh f ^ 

in the dining-room at Brooxnhall, near Dunfermline.] 

* [Eti. * not contain ‘though*,] 

W.N. I --0 
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The former expense expcnce too, which is laid out in durable 

is easier to bring to commodities, is favourable, not only to accumula- 
^ * tion, but to frugality. If a person should at any time 

exceed in it, he can easily reform without exposing himself to the 
censure of the pubhc. To reduce very much the number of his 
servants, to reform his table from great profusion to great frugality, 
to lay down his equipage after he has once set it up, are change 
which cannot escape the observation of his neighbours, and whiejh 
are supposed to imply some acknowledgment of preceding ba^ 
conduct. Few, therefore, of those who have once been so unfor- 
tunate as to launch out too far into this sort of cxpence, have after- 
wards the courage to reform, till ruin and bankruptcy obhgc them. 
But if a person has, at any time, been at too great an expcnce in 
building, in furniture, in books or pictures, no imprudence can be 
inferred from his changing his conduct. These are things in which 
further expence is frequently rendered lumeccssary by former 
cxpence; and when a person stops short, he appears to do so, not 
because he has exceeded his fortune, but because he has satisfied 
his fancy. 

and gipes mainten- The expcncc, besides, that is laid out in durable 
ance to more people, commodities, gives maintenance, commonly, to a 
greater number of people, tlian that which is employed in the most 
profuse hospitality. Of two or three himdred weight of provisions, 
which may sometimes be served up at a great festival, one-half, 
perhaps, is thrown to the dunghill, and there is always a great deal 
wasted and abused. But if the expence of this entertainment had 
been employed in setting to work masons, carpenters, uphol- 
sterers, mechanics, &c.^ a quantity of provisions, of equal value, 
would have been distributed among a still greater number of people, 
who would have bought them in penny-worths and pound weights, 
and not have lost or thrown away a single ounce of thcm.Tn the 
one way, besides, this expence maintains productive, in the other 
unproductive hands. In the one way, therefore, it increases, in the 
other, it does not increase, the exchangeable value of the annual 
produce of the land and labour of the country. 

Jt does noi follow ^ would not, however, by all this be understood to 
thsu it betokens a mean, that the one species of eiqpcttcc always bc- 
mote generous spirit, ^ liberal or geucrous spirit tibia the 

other. When a man of fortune spends his revenue chiefly in hospi^ 
^ [fid. X docs not contaiii *ecc.'] 
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tality, he shares the greater part of it with his fnends and com- 
panions; but when he employs it in purchasing such durable com- 
modities, he often spends die whole upon his own person, and gives 
nothing to any body without an equivalent. The latter species of 
expence, therefore, especially when directed towards frivolous 
objects, the little ornaments of dress and furniture, jewels, trinkets, 
gewgaws, frequently indicates, not only a trifling, but a base and 
selfish disposition. All that I mean is, that the one sort of expence, as 
it always occasions some accumulation of valuable commodities, 
as it is more favourable to private fhigaHty, and, consequently, to 
the increase of the public capital, and as it maintains productive, 
rather than unproductive hands, conduces more than the other to 
the growth of pubhc opulence. 



CHAPTER IV 


Of Stock Lent at Interest 


Stock lent at interest The Stock which is lent at interest is always coti^ 
isa capMtothe sidered as a capital by the lender. He expects thak 
may not he solo the in due time it is to bc restored to him, and that in 
borrower. mean time the borrower is to pay him a certain 

annual rent for the use of it. The borrower may use it either as a 
capital, or as a stock reserved for immediate consumption. If he 
uses it as a capital, he employs it in the maintenance of productive 
labourers, who reproduce the value with a profit. He can, in this 
case, both restore the capital and pay the interest without aHcnating 
or mcroaching upon any other source of revenue. If he uses it as a 
stock reserved for immediate consumption, he acts the part of a 
prodigal, and dissipates in the maintenance of the idle, what was 
destined for the support of the industrious. He can, in this case, 
neither restore the capital nor pay the interest, without either 
alienating or encroaching upon some other source of revenue, such 
as the property or the rent of land. 

Generally it is so to The Stock which is lent at interest is, no doubt, 
the borrower, occasionally employed in both these ways, but in 
the former much more frequently than in the latter. The man who 
borrows in order to spend will soon be ruined, and he who lends to 
him will generally have occasion to repent of his folly. ToJ^orrow 
or to lend for such a purpose, therefore, is in.all cases, where gross 
usury is out of the question, contrary to the interest of both parties; 
and though it no doubt happens sometimes that people do both the 
one and ^ odier; yet, hrom the regard that all men have for their 
own interest, we may be assured, that it cannot happen so very 
frequently as we are sometimes apt to inu^h^e. Ask any rich man of 
common prudence, to which of the two sorts of people he has lent 
the greater part of his stock, to those who, he thinks, will employ 
it profitaUy, or to Aosc who will spend it idly, and he will laugh 
at you for proposing the question. Even among borrowers, there' 

37a 
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fore, not die people in the world most famous for frugality, the 
number of the frugal and industrious surpasses considerably that of 
the prodigal and idle. 

except in case af The only people to whom stock is commonly lent, 

without their being expected to make any very 
gentlemen, profitable use of it, arc country gentlemen who ’ 

borrow upon mortgage. Even they scarce ever borrow merely to 
spend. What they borrow, one may say, is commonly spent before 
they borrow it. They have generally consumed so great a quantity 
of goods, advanced to them upon credit by shopkeepers and trades- 
men, that they find it necessary to borrow at interest in order to pay 
the debt. The capital borrowed replaces the capitals of those shop- 
keepers and tradesmen, which the country gentlemen could not 
have replaced from the rents of their estates. It is not properly 
borrowed in order to be spent, but in order to replace a capital 
which had been spent before. 

Loans are made in Almost all loans at interest are made in money, 
bZZnZaiufJnd of paper, or of gold and sUver. But what the 

gets is goods, borrower really wants, and what the lender really 
supplies him with, is not the money, but the money s worth, or the 
goods which it can purchase. If he wants it as a stock for immediate 


consumption, it is those goods only which he can place in that 

stock. If he wants it as a capital for employing industry, it is from 

those goods only that die industrious can be furnished with the tools, 

materials, and maintenance, necessary for carryii^ on their work. 

By means of the loan, the lender, as it were, assigns to the borrower 

his right to a certain portion of the annual produce of the land and 

labour of the coimtry, to be employed as the borrower pleases.^ 

So the quantity of The quantity of stock, therefore, or, as it is com- 

stock which can be nionly expressed, of money which can be lent at 

lent is determined by , ' , ^ ' t i i i 

the value of that part interest m any country, is not rt^ulated by the 

of tlw produce which value of the money, whether paper or coin, which 
replaces such capital , , ' r i i j 

as the owner does Serves as the instrument of the dinerent loans made 

not himself employ, country, but by the value of that part of the 

annual produce which, as soon as it conies either from the ground, 

or from the hands of the productive labourers, is destined not only 

for replacing a capital, but such a capital as the owner does not care 

to be at the trouble of employing himself. As such capitals arc 

commonly lent out and paid back in money, they constitute what 


' {Lecturej, p, aao*] 
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is called the monied interest. It is distinct, not only from the landed, 
but from the trading and manufacturing interests, as in these last 
the owners themselves employ their own capitals. Even in the 
monied interest, however, the money is, as it were, but the deed 
of assignment, which conveys from one hand to another those 
Thisma^enmeh capitals which the owners do not care to employ 
^amdmoney^^ theniselvcs. Those capitals may be greater in almojt 
emphyed. any proportion, than the amount of the moneV 

which serves as the instrument of their conveyance; the same pieces 
of money successively serving for many different loans, as well as for^ 
many different purchases. A, for example, lends to W a thousand \ 
pounds, with which W immediately purchases of B a thousand 
poimds worth of goods. B having no occasion for the money him- 
self, lends the identical pieces to X, with which X immediately 
purchases of C another thousand pounds worth of goods. C in the 
same manner, and for the same reason, lends them to Y, who again 
purchases goods with them of D. In this manner the same pieces, 
either of coin or of paper, may, in the course of a few days, serve as 
the instrument of three different loans, and of three different pur- 
chases, each of which is, in value, equal to the whole amount of 
those pieces. What the three monied men A, B, and C, assign to the 
three borrowers, W, X, Y, is the power of making those purchases. 
In this power consist both the value and the use of the loans. The 
stock lent by the three monied men, is equal to the value of the 
goods which can be purchased with it, and is three times greater 
than that of the money \vith which the purchases are made. Those 
loans, however, may be all perfectly well secured, the goods pur- 
chased by the different debton being so employed, as, in due time, 
to bring back, with a profit, an equal value either of coin or of 
paper. And as the same pieces of money can thus serve as the instru- 
ment of different loans to three, or for the same reason, to^thirty 
times their value, so they may likewise successively serve as the 
instrument of repayment. 

The nmty is A capital lent at interest may, m this manner, be 
iiUogeth^ Afferent considered as an assignment from the lender to the 
assigned ei^ as borrower 01 a certam considerable portion or the 
prindpai or interest annual produce; upon condition that the borrower 
in return shall, during ^e continuance of the loan, annually a^ign 
to the lender a smaller portion, called the interest; and at the end of 
it, a portion equally considerable with that which had originally 
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been assigned to him, called the repayment. Though money, either 
coin or paper, serves generally as the deed of assignment both to the 
smaller, and to the more considerable portion, it is itself altogether 
different from what is assigned by it. 

The stock to be lent In proportion as that share of the annual produce 
at interest naturally ^hich, as soon as it comcs cither from the ground, 
quantity of stock OX from the hands of the productive labourers, is dcs- 

increases, tincd for replacing a capital, increases in any country, 

what is called the monied interest naturally increases with it. The 
increase of those particular capitals from which the owners wish to 
derive a revenue, without being at the trouble of employing them 
themselves, naturally accompanies the general increase of capitals; 
or, in other words, as stock increases, the quantity of stock to be lent 
at interest grows gradually greater and greater. 

Interest falls as the As thc quantity of Stock to bc lent at mterest in- 
quantity of stock to creascs, thc interest, or thc price which must be 
be lent increases, Stock necessarily diminishes, 

not only from those general causes which make the market price of 
things commonly diminish as their quantity increases, but from 
other causes which arc pccuhar to this particular case. As capitals 
because profits increase in any country, the profits which can be 
diminish ait it be- made by employing them necessarily diminish. It 
tofinjTpro^ble’ becomes gradually more and more difficult to find 
nuthod of employing within the country a profitable method of employ- 
new capital. capital. There arises in consequence a 

competition between different capitals, the owner of one endeavour- 
ing to get possession of that employment which is occupied by 
another. But upon most occasions he can hope to justlc that other 
out of this employment, by no other means but by dealing upon 
more reasonable terms. He must not only stdl what he deals in 
somewhat cheaper, but in order to get it to sell, he must sometimes 
too buy it dearer. Thc demand for productive labour, by the in- 
crease of thc funds which are destined for maintaining it, g^ws 
every day greater and greater. Labourers easily find employmeM, 
but thc owners of capitals find it difficult to get labourers to employ. 
Their competition raises the wages of labour, and sinks thc pro^ 
of stock. But when the profits which can be made by thc use 
capital are in this manner diminished^ as it were, at both, ends, ihe 
price which be paid for the use of it, that is, thc rate of interest, 
must necessarily be diminished with them. 
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ThenoHontkatit Lockc, Mr. Law, and Mr. Monisesquicu, a$ 

was the discov^ of well as many other writers,^ seem to have imagined 
whichZwered^ that the increase of the quantity of gold and silver, 

interest has been in consequence of the discovery of the Spanish 

refuted by Hume. Indies, was the real cause of the lowering of 

the rate of interest through the greater part of Europe. Those 
metals, they say, having become of less value themselves, the use of 
any particular portion of them necessarily became of less value too\ 
and consequently the price which could be paid for it. This notion, \ 
which at first sight seems so plausible, has been so fully exposed by\ 
Mr. Hume,* that it is, perhaps, unnecessary to say any thing more \ 
about it. The following very short and plain argument, however, ^ 
may serve to explain more distinctly the fallacy which seems to 
have misled those gentlemen. 

If are now Before the discovery of the Spanish West Indies, 

retired to purchase seems to havc bccn the common rate 

what £$o would 111 » 

have purchased then. Or mtercst through the greater part or Europe. It 

£io must now ^ has sincc that time in different countries sunk to 
required to purchase • r r i i -r 

what £,5 would SIX, tive, tour, and three per cent. Let us suppose 
have purchased then, in every particular country the value of silver 

has sunk precisely in the same proportion as the rate of interest; and 
that in those countries, for example, where interest has been re^ 
duced from ten to five per cent., the same quantity of silver can 
now purchase just half the quantity of goods which it could havc 
purchased before. This supposition will not, I believe, be found any- 
where agreeable to the truth; but it is the most favourable to the 
opinion which we are going to examine; and even upon this 
supposition it is utterly impossible that the lowering of the value of 
silver could havc the smallest tendency to lower the rate of interest. 
If a hundred pounds are m those countries now of no mor^ value 
than fifty pounds were then, ten pounds must now be of no more 
value than five pounds were then. Whatever were the causes which 
lowered the value of the capital, the same must necessarily have 
lowered that of die interest, and exactly in the same proportion. The 
proportion between the value of the capital and that of the interest, 

^ fLodke, SotneCansideraHons, ed. of 1696, pp. 6, 10, ii, 81; Law, Money and Trade, 
and ed., 1720, p. 17; Montesquieu, Esprit des Lois, liv, ch. vi. Locke and Law 
suppose that rate rises and falls with the quantity of money, and Montesquieu 
i^ewcaliy attributes the htstorical M to the discovery of the Amerkan mines. Can* 
tiUon disapproves of the common and received idea that an increase of cflbitivc money 
dsminishes the rate of i]iterest.-~J&n}/, pp. 282^285; *ee Leaures, pp, 2x9, 220.] 

* [In his essay, 'Of Interest,' in Political Discourses, X752.] 
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must have remained the same, though the rate had never been 
altered. By altering the rate, on the contrary, the proportion be- 
tween those two values is necessarily altered. If a hunched pounds 
now are worth no more than fifty were then, five pounds now can 
be worth no more than two pounds ten shillings were then. By 
reducing the rate of interest, therefore, from ten to five per cent., 
we give for the use of a capital, which is supposed to be equal to 
one-half of its former value, an interest which is equal to one- 
fourth only of the value of the former interest. 

An increase in the Any increase in the quantity of silver, while that of 

diminish Commodities circulated by means of it remained 

its value. the Same, could have no other effect than to dimin- 

ish the value of that metal. The nominal value of all sorts of goods 
would be greater, but their real value would be precisely the same 
as before. They would be exchanged for a greater number of pieces 
of silver; but the quantity of labour which they could command, 
the number of people whom they could maintain and employ, 
would be precisely Ae same. The capital of the country would be 
the same, though a greater number of pieces might be requisite for 
conveying any equal portion of it from one hand to another. The 
deeds of assignment, like the conveyances of a verbose attorney, 
would be more cumbersome, but the thing assigned would be pre- 
cisely the same as before, and could produce only the same effects. 
The funds for maintaining productive labour being the same, the 
demand for it would be the same. Its price or wages, therefore. 
Nominal ux^es Aough nominally greater, would really be the 
would he greater, same. They would be paid in a greater number of 
of Silver; but they would purchase only t^ 
be the same nomin- same quantity of goods. The profits of stock would 
ally and really. same both nominally and really. The wages 

of labour are commonly computed by the quantity of silver which 
is paid to the labourer. When that is increased, therefore, his wages 
appear to be increased, though they may sometimes be no greater 
than before. But the profits of stock are not computed by the num- 
ber of pieces of silver with which they are paid, but by the propor- 
tion which those pieces bear to the whole capital employed. Thus 
in a particular country five shillings a wedt arc said to be the com- 
mon wages of labour, and ten pear cent, the common profits of 
stock. But die whole mpital of the country being the same m befiire, 
the competition between the different capitals of individuals into 
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which it was divided would hkewise be the same. They would all 
trade with the same advantages and disadvantages. The common 
proportion between capital and profit, therefore, would be the 
same, and consequently the common interest of money; what can 
commonly be given for the use of money being necessarily regu- 
lated by what can commonly be made by the use of it. , 

An increase in the hicrcase in the quantity of commodities 

goods annually cir- annually circulated within the country, while that 
^fallofprofit^md money which circulated them remained the 

consequently of same, would, on the contrary, produce many othen 
interest. important effects, besides that of raising the value\ 

of the money. The capital of the country, though it might nominally 
be the same, would really be augmented. It might continue to be 
expressed by the same quantity of money, but it would command 
a greater quantity of labour. The quantity of productive labour 
which it could maintain and employ would be increased, and conse- 
quently the demand for that labour. Its wages would naturally rise 
with the demand, and yet might appear to sink. They might be 
paid with a smaller quantity of money, but that smaller quantity 
might purchase a greater quantity of goods than a greater had done 
before. The profits of stock would be diminished both really and 
in appearance. The whole capital of the country being augmented, 
the competition between the different capitals of which it was com- 
posed, would naturally be augmented along with it. The owners of 
those particular capitals would be obhged to content themselves 
with a smaller proportion of the produce of that labour which 
their respective capitals employed. The interest of money, keeping 
pace always with the profits of stock, might, in this manner, be 
greatly diminished, though the value of money, or the quantity 
of goods which any particular sum could purchase, was greatly 
augmented. 

The prohibition of In somc countries the interest of money has been 
prohibited by law. But as somcthii^ can eva^- 
evil of usury. where be made by the use of money, something 
ought every-where to be paid for the use of it. This regulation, 
instead of preventing, has been fbuiul from experience to increase 
the evil of usury; the debtor beii^ obhged to pay, not only for the 
use of the money, but for the risk which his creditor runs by 
acc^dng a compensation for that use. He is obliged, if one may say 
so, to insure his creditor from the penalties of usury. 
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Where a maximum In countries where interest is permitted, the law, in 
'sMdfei^J^hat prevent the extortion of usury, generally 

abope the market fixes the highest rate which can be taken without 
rate on good security^ incurring a penalty. This rate ought always to be 
somewhat above the lowest market price, or the price which is 
commonly paid for the use of money by those who can give the 
most undoubted security. If this legal rate should be fixed below the 
lowest market rate, the effects of this fixation must be nearly the 
same as those of a total prohibition of interest. The creditor will not 
lend his money for less than the use of it is worth, and the debtor 
must pay him for the risk which he runs by acceptii^ the full value 
of that use. If it is fixed precisely at the lowest market price, it ruins 
with honest people, who respect the laws of their country, the credit 
of all those who cannot give the very best security, and obliges 
them to have recourse to exorbitant usurers. In a country, such as 
Great Britain, where money is lent to government at three per 
cent, and to private people upon good security at four, and four and 
a half, the present legal rate, five per cent., is perhaps, as proper as 
any. 

but not much abope. The legal rate, it is to be observed, though it ought 

orthegrea^partoj jq ^e somcwhat above, ought not to be much 
loans would be to - , - , rr i i i r 

prodijials and abovc the lowcst market rate. It the legal rate ot 

projectors. interest in Great Britain, for example, was fixed so 

high as eight or ten per cent., the greater part of the money which 
was to be lent, would be lent to prodigals and projecton, who alone 
would be willing to give this high interest. Sober people, who will 
give for the use of money no more than a part of what they arc 
likely to make by the use of it, would not venture into the com- 
petition. A great part of the capital of the country would thus be 
kept out of the hands which were most likely to make a profitable 
and advantageous use of it, and thrown into dxose which were most 
likely to waste and destroy it. Where the legal rate of interest, on 
the contrary, is fixed but a very Httlc abovc die lowest market rate, 
sober people are universally preferred, as borrowers, to prodigals 
and projectors. The person who lends money gets nearly as much 
interest from the former as he dares to take from the latter, and his 
money is much safer in the hands of the one set of people, than in 
those of the other. A great part of the capital of the country is thus 
thrown into the hands in which it is most likely to be employed 
with advantage. 
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No law can reduce rcduce the Common rate of interest 

interest below the below the lowest Ordinary market rate at the time 

market rate. when that law is made. Notwithstanding the edict 

of 1766, by which the French king attempted to reduce the rate of 
interest from five to four per cent., money continued to be lent in 
France at five per cent., the law being evaded in several differept 
ways.^ i 

The number of The Ordinary market price of land, it is to pe 
years’ purchase observed, depends every-wherc upon the ordinarv 

commonly paid for . 1 1 1 

land depends on the market rate ot mterest.^ The person who has 4 
rate of interest. capital from which he wishes to derive a revcnucj\ 
Avithout takii^ the trouble to employ it himself, dchberates whether 
he should buy land with it, or lend it out at interest. The superior 
seauity of land, together with some other advantages which almost 
every-wherc attend upon this species of property, will generally 
dispose him to content himself with a smaller revenue from land, 
than what he might have by lending out his money at interest. 
These advantages are sufiicient to compensate a certain difiercnce of 
revenue; but they will compensate a certain difference only; and 
if the rent of land should fall short of the interest of money by a 
greater difference, nobody would buy land, which would soon 
reduce its ordinary price. On the contrary, if the advantages should 
much more than compensate the difference, every body would buy 
land, which again would soon raise its ordinary price. When interest 
was at ten per cent., land was commonly sold for ten and twelve 
years purchase. As interest sunk to six, five, and four per cent, the 
price of land rose to twenty, five and twenty, and thirty years pur- 
chase. The market rate of interest is higher in France than in Eng- 
land; and the conunon price of land is lower. In England it com- 
monly sells at thirty; in France at twenty years purchase. * 

* {Above, p. loa.] 

* {Hus teems obvious, but it was distinctly denied by Locke, Some ConsideratioHS, 
pp. 83. 84.] 



CHAPTER V 


Of the Different Employment of Capitals 


The qumtity of Though all capitals arc destined for the maintenance 
and the value added ™ productive labour only, yet the quantity of that 
to tfu annual prod- labour, which equal capitals are capable of putting 
**^thMremph^ motion, varies extremely according to the 
diversity of their employment; as does likewise the 
value which that employment adds to the annual produce of the 
land and labour of tlic country. 

There are four ^ capital may be employed in four different ways; 

different ways of either, first, in procuring the rude produce annually 
employing capital, fQj consumption of the society; 

or, secondly, in manufacturing and preparii^ that rude produce for 
immediate use and consumption; or, thirdly, in transporting cither 
the rude or manufactured produce from the places where they 
abound to those where they are wanted; or, lastly, in dividing parti- 
cular portions of either into such small parcels as suit the occasional 
demands of those who want them. In the first way are employed 
the capitals of all those who undertake the improvement or cultiva- 
tion of lands, mines, or fisheries; in the second, those of all master 
manufacturers; in the third, those of aU wholesale merchants; and 
in the fourth, those of all retailers. It is difficult to conceive that a 
capital should be employed in any way which may not be classed 
under some one or other of those four. 

all of which are Each of those four methods of employing a capital is 

necessary: essentially ncccssaty either to the existence or exten- 

sion of the other three, or to the general convcnicncy of the sodtty. 
(i) procuring rude Unless a capital was employed in furnishing rude 
produce, produce to a certain degree of abundance, neithff 

nxaaufiicturcs nor trade of any kind could exist 
(o)mcttBffactmitig, Unless a capital was empbyed in manufoctuting 
ffiat part of the rude produce which requires a good deal of pr^ 
aiadon before it can be fit for use and consumption, it cither would 
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never be produced, because there could be no demand for it; or if 
it was produced spontaneously, it would be of no value in exchange, 
and could add nothing to the wealth of the society. 

(3) transportation. Unless a capital was employed in transporting, 
cither the rude or manufactured produce, from the places where it 
abounds to those where it is wanted, no more of cither could be 
produced than was necessary for the consumption of the neighbourt- 
hood. The capital of the merchant exchanges the surplus produce of 
one place for that of another, and thus encourages the industry and\ 
increases the enjoyments of both. \ 

aft4{ 4 ) distribution. Unless a Capital was employed in breaking and ' 
dividing certain portions either of the rude or manufactured prod- 
uce, into such small parcels as suit the occasional demands of those 
who want them, every man would be obliged to purchase a greater 
quantity of the goods he wanted, than his immediate occasions 
required. If there was no such trade as a butcher, for example, every 
man would be obhged to purchase a whole ox or a whole sheep at 
a time. This would generally be inconvenient to the rich, and much 
more so to the poor. If a poor workman was obliged to purchase 
a month’s or six months provisions at a time, a great part of the 
stock which he employs as a capital in the instruments of his trade, 
or in the furniture of his shop, and which yields him a revenue, he 
would be forced to place in that part of his stock which is reserved 
for immediate consumption, and which yields him no revenue. 
Nothing can be more convenient for such a person than to be able 
to purchase his subsistence from day to day, or even from hour to 
hour, as he wants it. He is thereby enabled to employ almost his 
whole stock as a capital. He is thus enabled to furnish work to a 
greater value, and the profit, which he makes by it in this way, 
much more than compensates the additional price which thopprofit 
of the retailer imposes upon the goods. The prejudices of some 
political writers against shopkeepers and tradesmen, arc altogether 
without foundation. So far is it from being necessary, cither to tax 
them, or to restrict their numbers, that they can never be multiplied 
$0 as to hurt the publick, though they may so as to hurt one another. 
The quantity of grocery goods, for example, which can be sold in 
a particular town, is limited by the demand of that town and its^ 
neighbourhood. The capita], therefore, which can be employed in 
the grocery trade cannot exceed what is sufficient to purchase that 

^ fEd. I docs not contain ‘its’.] 
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quantity. If this capital is divided between two different grocers, their 
competition will tend to make both of them sell cheaper, than if 
it were in the hands of one only; and if it were divided among 
twenty, their competition would be just so much the greater, and 
the cti^e of their combining together, in order to raise the price, 
just so much the less. Their competition might perhaps rum some 
of themselves; but to take care of this is the business of the parties 
concerned, and it may safely be trusted to their discretion. It can 
never hurt either the consumer, or the producer; on the contrary, 
it must tend to make the retailers both sell cheaper and buy dearer, 
than if the whole trade was monopolized by one or two persons. 
Some of them, perhaps, may sometimes decoy a weak customer to 
buy what he has no occasion for. This evil, however, is of too little 
importance to deserve the pubUck attention, nor would it neces- 
sarily be prevented by restricting their numbers. It is not the multi- 
tude of ale-houses, to give the most suspicious example, that 
occasions a general disposition to drunkenness among the common 
people; but that disposition arising from other causes necessarily 
gives employment to a multitude of ale-houses. 

The employers of persons whose capitals arc employed in any 

such capitals are of those four ways arc themselves productive 
productive labourers: xheir labour, when properly directed, 

fixes and realizes itself in the subject or vendible commodity upon 
which it is bestowed, and generally adds to its price the value at least 
of their own maintenance and consumption. The profits of the 
farmer, of the manufacturer, of the merchant, and retailer, arc all 
drawn from the price of the goods which the two first produce, 
and the two last buy and sell. Equal capitals, however, employed 
in each of those four different ways, will immediately^ put into 
motion very different quantities of productive labour, and augment 
too in very different proportions the value of the annual produ^ of 
the land and labour of the society to which they belong. 

. . The capital ofthe retailer replaces, together with its 

retailer employs profits, that of the merchant of whom he purchases 

only himself; goods, and thereby enables him to continue his 

business. The retailer himself is the only productive labourer whom 
it immediately employs. In his profits, consists Ac whole 
which its employment adds to Ac annual produce of Ac land and 
labour of Ac society. 

^ {Ed. I doci not contain ‘immediate^/ bete or eight lines lowar down.] 
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the capital cf the capital of the wholesale merchant replaces* 

merchant ^plcys together with thcir profits, the capitals of the 
sai crs an carriers, manufacturers of whom he purchases 

the rude and manufactured produce which he deals in, and thereby 
enables them to continue their respective trades. It is by this service 
chiefly that he contributes indirectly to support the productive 
labour of the society, and to increase the value of its annu^ produce. 
His capital employs too the sailors and carriers who transport his 
goods from one place to another, and it augments the price of those! 
goods by the value, not only of his profits, but of their wages, This\ 
is all the productive labour which it immediately puts into motion, \ 
and all the value which it immediately adds to the aimual produce. 
Its operation in both these respects is a good deal superior to that of 
the capital of the retailer. 

the capital of the capital of the master manufacturer is 

marmfiuiurer cm- employed as a fixed capital in the instruments of his 
ploys hts workmen, ^ j replaces, together with its profits, that of 

some other artificer of whom he purchases them. Part of his circu- 
lating capital is employed in purchasing materials, and replaces, with 
their profits, the capitals of the farmers and miners of whom he 
purchases them. But a great part of it is always, cither annually, or 
in a much shorter period, distributed among the different workmen 
whom he employs. It augments the value of those matcriab by their 
wages, and by their masters profits upon the whole stock of wages, 
materials, and instruments of trade employed in the business. It puts 
immediately^ into motion, therefore, a much greater quantity of 
productive labour, and adds a much greater value to the annual 
produce of the land and labour of the society, than an equal capital 
in the hands of any wholesale merchant. 

the capital of the No equal capital puts into motion a grcatei^quan- 
farmer employs his productive labour than that of the &rmcr. 

cMle,andtMa Not only his labouring servants, but his labouring 
muA greater vahu cattle, are productive labourers. In agriculture too 

TO the athtual proa- ,, ,, 

ute than other nature labours along with man; and though her 

eapit(U. labour costs no expence, its produce has its value, 

as well as dut of the most expensive workmen. The most important 

operations oi agriculture seem intended, not so much to increase, 

dmugh they do that too, as to direct the fertility of nature towards 

the production of the plants most profitable to man. A fidd over- 

* [£d. I does not contain 'immediately'.} 
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grown with briars and brambles may frequently produce as great a 
quantity of vegetables as the best cultivated vineyard or com field. 
Planting and tillage frequently regulate more than they animate the 
active fertility of nature; and after all their labour, a great part of 
the work always remains to be done by her. The labourers and 
labouring cattle, therefore, employed in agriculture, not only 
occasion, like the workmen in manufactures, the reproduction of a 
value equal to their own consumption, or to the capital which 
employs them, together with its owners profits; but of a much 
greater value. Over and above the capital of the farmer and all its 
profits, they regularly occasion the reproduction of the rent of the 
landlord. This rent may be considered as the produce of those 
powers of nature, the use of which the landlord lends to the farmer. 
It is greater or smaller according to the supposed extent of those 
powers, or in other words, according to the supposed natural or 
improved fertility of the land. It is the work of nature which 
remains after deducting or compensating every thing which can be 
regarded as the work of man. It is seldom less than a fourth, and 
frequently more than a third of the whole produce. No equal quan- 
tity of productive labour employed in manufactures can ever 
occasion so great a reproduction. In them nature does nothing; man 
docs all; and the reproduaion must always be in proportion to the 
strength of the agents that occasion it. The capital employed in 
agriculture, therefore, not only puts into motion a greater quantity 
of productive labour than any equal capital employed in manu- 
factures, but in proportion too to Ae quantity of productive labour 
which it employs, it adds a much greater value to the annual 
produce of the land and labour of the country, to the real wealth 
and revenue of its inhabitants. Of all the ways in which a capital 
can be employed, it is by far the most advantageous to the society. 
Capitals emphyed The capitals employed in the agriculture and in the 
in agriculture and retail trade of any society, must always reside within 

that society. Their employment is confined almost 
country; ^0 a precise spot, to the farm, and to the shop of the 

retailer. They must generally too, though there are some excqpuons 
to this, belong to resident members of the society. 
thecapitalafthe ^ wholesale merchant, on the con?- 

merckant may reside trary, secms to have no fixed or necessary residence 
anywhere; anywhcTC, but may wander about from place to 

place, according as it can cither buy cheap or sell dear. 
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the capital of the 
manufacturer must 
be where the manu- 
facture is, but that 
is not necessarily 
determined* 
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The capital of the manufiicturer must no doubt 
reside where the manufacture is carried on; but 
where this shall be is not always necessarily deter- 
mined. It may frequently be at a great distance both 
from the place where the materials grow, and from 
that where the complete manufacture is consumed. Lyons is veijy 
distant both from the places which afford the materials of its mani- 
factures, and from those which consume them. The people of 
fashion in Sicily are cloathed in silks made in other countries, from 
the materials which their own produces. Part of the wool of Spaii\ 
is manufactured in Great Britain, and some part of that cloth is\ 
afterwards sent back to Spain. 

Whether the mer- Whether the merchant whose capital exports the 

chant who exports surplus produce of any society be a native or a 
belongs to the coun- ^ ^ . - t- 1 • 1 • 

try or not makes foreigner, IS ot Very little importance. If he is a 

little difference. foreigner, the number of their productive labourers 

is necessarily less than if he had been a native by one man only; 
and the value of their annual produce, by the profits of that one man. 
The sailors or carriers whom he employs may still belong indif- 
ferently cither to his country, or to their country, or to some third 
country, in the same manner as if he had been a native. The capital 
of a foreigner gives a value to their surplus produce equally with 
that of a native, by exchanging it for something for which focrc is 
a demand at home. It as effectually replaces the capital of the person 
who produces that surplus, and as effectually enables him to continue 
his business; the service by which the capital of a wholesale merchant 
chiefly contributes to support the productive labour, and to augment 
the value of the annual produce of the society to which he belongs. 
The capital of the It is of morc conscqucncc that the capital of the 
manufreturer should reside within the couj^try. It 
necessarily puts into motion greater quantity of 
productive labour, and adds a greater value to the 
annual produce of the land and labour of the 
society. It may, however, be very useful to the 
country, though it should not reside within it. The capitals of the 
British manufacturers who work up the flax and hemp annually 
imported from the coasts of the Baltic, are surely very useful to the 
countries which produce them. Those materials are a part of the 
surplus produce of those countries which, unless it was annually 
exchanged for something which is in demand there, would be of 


mamfacturer will 
put into motion more 
natiue labour if it 
resides within the 
country, but may be 
useful even if ouh 
sidle it. 
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no value, and would soon cease to be produced. The merchants who 
export it, replace the capitals of the people who produce it, and 
thereby encourage them to continue the production; and the British 
manufacturers replace the capitab of those merchants. 

Particular countries ^ particular country, in the same manner as a parti- 
oftenlMuenot cular person, may frequently not have capital 
^lHuatlonT sufficient both to improve and cultivate all its lands, 
manufactures^ and to manufacture and prepare their whole rude prod- 
transportaHon. immediate use and consumption, and to 

transport the surplus part either of the rude or manufactured prod- 
uce to those distant markets where it can be exchanged for some- 
thing for which there is a demand at home. The inhabitants of 
many different parts of Great Britain have not capital sufficient to 
improve and cultivate all their lands. The wool of the southern 
counties of Scotland is, a great part of it, after a long land carriage 
through very bad roads, manufactured in Yorkshire, for want of a 
capital to manufacture it at home. There arc many little manufac- 
turing towns in Great Britain, of which the inhabitants have not 
capital sufficient to transport the produce of their own industry to 
those distant markets where there is demand and consumption for 
it. If there arc any merchants among them, they are properly only 
the agents of wealthier merchants who reside in some of the greater 
commercial cities. 


In such cases the When the capital of any country is not suflEicient for 

larger the proportion all those three purposes, in proportion as a greater 

employed in agriculture, the greater 
he the annual will be the quantity of productive labour which it 

produce. motion within the country; as will like- 

wise be the value which its employment adds to the annual produce 
of the land and labour of the society. After agriculture, the capital 


employed in manufactures puts into motion the greatest quantity 
of productive labour, and adds the greatest value to the annual 
produce. That which is employed in the trade of exportation, has 


the least effect of any of the three. 

m quickest wey «. The country, indeed, which has not capital suffidait 
make the capital for all those three purposes, has not arrived at that 
sufficient for all these jggjgg opulence for which it seems naturally 

with Ae most profit- destined. To attempt, however, prematurely and 
with an insuflSdent capital, to do all the duree, is 
certainly not Ae shortest way for a soci«y, no more than it would 
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be for an individual, to acquire a sufficient one. The capital of all the 
individuals of a nation, has its hnuts in the same manner as that of a 
single individual, and is capable of executing only certain purposes. 
The capital of all the individuals of a nation is increased in the same 
manner as that of a single individual, by their continually accumu- 
lating and adding to it whatever they save out of their revenue. Jt 
is likely to increase the fastest, therefore, when it is employed in tike 
way that affords the greatest revenue to all die inhabitants of the 
country, as they will thus be enabled to make the greatest savings. But 
the revenue of all the inhabitants of the country is necessarily in pro 4 
portion to the value of the annual produce of their land and labour. 
That they have done It has been the principal cause of the rapid progress 
^cau5e%^hepfo^ei$ American colonies towards wealth and great- 

of the American ncss, that almost their whole capitals have hitherto 

colonies, employed in agriculture.^ They have no 

manufactures, those houshold and coarser manufactures excepted 
which necessarily accompany the progress of agriculture, and which 
arc the work of the women and children in every private family. 
The greater part both of the exportation and coasting trade of 
America, is carried on by the capitals of merchants who reside in 
Great Britain. Even the stores and warehouses from which goods 
arc retailed in some provinces, particularly in Virginia and Mary- 
land, belong many of them to merchants who reside in the mother 
coimtry, and afford one of the few instances of the retail trade of a 
society being carried on by the capitals of those who are not 
resident members of it. Were the Americans, either by combination 
or by any other sort of violence, to stop the importation of Euro- 
pean manufaaurcs, and, by thus giving a monopoly to such of their 
own countrymen as could manufacture the like goods, divert any 
considerable part of their capital into this employment, thcy^would 
retard instead of accelerating the further increase in the valucof their 
annual produce, and would obstruct instead of promoting the pro- 
gress of their country towards real wealth and greatness. This would 
be still more the case, were they to attempt, in the same manner, 
to monopolize to themselves their whole exportation trade. 

Great countries have The couTse of human prosperity, indeed, seems 
^^^krT^mden ^ contittuancc as 

^italforaoTose to enable any great country to acquire capital 
sufficient for all those three purposes; unless, per- 
^ {Bdow, p. 44X.] 
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haps, wc give credit to the wonderful accounts of the wealth and 
cultivation of China, of those of antient Egypt, and of the antient 
state of Indostan. Even those three countries, the wealthiest, accord- 
ing to all accounts, that ever were in the world, are chiefly renowned 
for their superiority in agriculture and manufactures. They do 
not appear to have been eminent for foreign trade. The antient 
^Syp^hins had a superstitious antipathy to the sca;^ a superstition 
nearly of the same kind prevails among the Indians; and the Chinese 
have never excelled in foreign commerce. The greater part of the 
surplus produce of all those three countries seems to have been 
always exported by foreigners, who gave in exchange for it some- 
thing else for which they found a demand there, frequently gold 
and silver. 

Different kinds of It is thus that the same capital will in any country 
wholesale trade ^ ^ 11 . v- 

employ dfferent motion a greater or smaller quantity of 

quantities of produc- productive labour, and add a greater or smaller 
Tffe^^^amountuo the aimual produce of its land and labour, 

the annual produce, according to the different proportions in which it 
is employed in agriculture, manufactures, and wholesale trade. The 
difference too is very great, according to the different sorts of 
wholesale trade in which any part of it is employed. 

There are three All wholesale trade, all buying in order to sell 
fmZTh^fSign wholesale, may be reduced to three dif- 

mtd carrying, fcrent sorts. The home trade, the foreign trade of 
consumption, and the carrying trade. The home trade is employed 
in purchasing in one part of the same country, and selling in 
another, the produce of the industry of that country. It compre- 
hends both the inland and the coasting trade. The foreign trade of 
consumption is employed in purchasing foreign goods for home 
consumption. The carrying trade is employed in transacting the 
commerce of foreign countries, or in carrying the surplus produce 
of one to another. 

Capital employed in The Capital which is employed in purchasing in one 
^he'cfun^*tt^ZlUn Country in order to sell in anothar the 

Z^^^heZ tm produce of the industry of that country, generally 
domestic capitals. replaces by every such operation two distinct 

^ [Possibly the siip|H)Scd authority for Uiis statetnent is Montesquieu, Bsprit dw Ijds^ 
liv. xxi., ch. vi.: ‘L*£gypte i>ar la religion et par les mceurs de toute cow- 

municatiott tvec les Strangers, ne faisait gu^re de commerce * y Im 

Bgyptxcns furent si peu jaloux du commerce du dehors qu*ils laisskcnt cduide h met 
rouge k toqies les petites nations qui y eurent quelquc port/] 
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capitals that had both been employed in the agriculture or manu- 
factures of that country, and thereby enables them to continue that 
employment. When it sends out from the residence of the merchant 
a certain value of commodities, it generally brings back in return 
at least an equal value of other commodities. When both arc the 
produce of domestick industry, it necessarily replaces by every such 
operation two distinct capitals, which had both been employed m 
supporting productive labour, and thereby enables them to con- 
tinue that support. The capital which sends Scotch manufactures to 
London, and brings back English com and manufactures to Edin^ 
burgh, necessarily replaces, by every such operation, two British\ 
capitals which had both been employed in the agriculture or manu- 
factures of Great Britain. 

Capital employed in The Capital employed in purchasing foreign goods 
home-consumprion, when this purchase is made 
foreign capital. with the produce of domestick industry, replaces 

too, by every such operation, two distinct capitals; but one of them 
only is employed in supporting domestick industry. The capital 
which sends British goo^ to Portugal, and brings back Portuguese 
goods to Great Britain, replaces by every such operation only one 
British capital. The other is a Portuguese one. Though the returns, 
therefore, of the foreign trade of consumption should be as quick 
as those of the home-trade, the capital employed in it wiU give but 
one-half the encouragement to the industry or productive labour 
of the country. 

Its returns are not so ® Tctuim of the foreign trade of consumption 
ipddtasthoseof are very seldom so quick as those of the home- 
home trade. trade. The returns of the home-trade generally 

come in before the end of the year, and sometimes three or four 
times in the year. The returns of the foreign trade of consumption 
seldom come in before the end of the year, and sometimes not till 
after two or three years. A capital, therefore, employed in the home- 
trade will sometimes make twelve operations, or be sent out and 
returned twelve times, before a capital employed in the foreign 
trade of consumption has made one. If the capitals are equal, there-- 
fore, the one will give four and twenty times more encouragement 
and support to the industry of the country than the other.' 


* (If this doctrifie as to the advantage of quick, returns had been appl^ earlier in the 
dhaj^, it woidd have made havoc of the argument as to the superiority of agrtcul- 
ture.} 
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Roundabout foreign ^hc foreign goods for home-consumption may 
trade has the same sometimes be purchased, not with the produce of 
effect as direct. domcstick industry, but with some other foreign 
goods. These last, however, must have been purcliased either imme- 
diately with the produce of domcstick industry, or with something 
else that had been purchased with it; for the case of war and con- 
quest excepted, foreign goods can never be acquired, but in ex- 
change for something that had been produced at home, either 
immediately, or after two or more different exchanges. The effects, 
therefore, of a capital employed in such a round-about foreign trade 
of consumption, are, in every respect, the same as those of one 
employed in the most direct trade of the same kind, except that the 
final returns are hkely to be still more distant, as they must depend 
upon the returns of two or three distinct foreign trades. If the flax 
and hemp of Riga are purchased with the tobacco of Virginia, 
which had been purchased with British manufactures, the merchant 
must wait for the returns of two distinct foreign trades before he 
can employ the same capital in re-purchasing a like quantity of 
British manufactures. If the tobacco of Virginia had been purchased, 
not with British manufactures, but with the sugar and rum of 
Jamaica which had been purchased with those manufactures, he 
must wait for the returns of three. If those two or three distina 
foreign trades should happen to be carried on by two or three 
distinct merchants, of whom the second buys the goods imported by 
the first, and the third buys those imported by the second, in order 
to export them again, each merchant indeed will in this case receive 
the returns of his o^vn capital more quickly; but the final returns of 
the whole capital employed in the trade will be just as slow as ever. 
Whether the whole capital employed in such a round-about trade 
Wong to one merchant or to three, can make no difference with 
regard to the country, though it may with regard to the particular 
merchants. Three times a greater capital must in both cases be 
employed, in order to exchange a certain value of British manu- 
factures for a certain quantity of flax and hemp, than would have 
been necessary, had the manufactures and the flax and hemp been 
directly exchanged for one another. The whole capital employed, 
therefore, in such a round-about foreign trade of consumption, will 
generally give less encouragement and support to the productive 
labour of the country, than an equal capit^ employed in a more 
direct trade of the same kind. 
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Foreign trade carried Whatever be the foreign commodity with which 

ortby meatuofgold foreign goods for home-consumption arc pnr- 
and Silver ism no , 1 . . .1 i-V .1 

way Afferent from chascd, It can occasion no essential difterencc cither 
the rest, nature of the trade, or in the encouragement 

and support which it can give to the productive labour of the 
country from which it is carried on. If they arc purchased with tl^ 
gold of Brazil, for example, or with the silver of Peru, this gold 
and silver, like the tobacco of Virginia, must have been purchased 
with something that cither was the produce of the industry of the 
country, or that had been purchased with something else that was\ 
so. So far, therefore, as the productive laboiu: of the country is \ 
concerned, the foreign trade of consumption which is carried on by 
means of gold and silver, has all the advantages and all the incon- 
venicncics of any other equally round-about foreign trade of con- 
sumption, and will replace just as fast or just as slow the capital 
which is immediately employed in supporting that productive 
labour. It seems even to have one advantage over any other equally 
round-about foreign trade. The transportation of those metals from 
one place to another, on account of their small bulk and great value, 
is less expensive than that of almost any other foreign goods of 
equal value. Their freight is much less, and their insurance not 
greater; and no goods, besides, are less liable to suffer by the 
carriage.^ An equal quantity of foreign goods, therefore, may fre- 
quently be purchased with a smaller quantity of the produce of 
domestick industry, by the intervention of gold and silver, than by 
that of any other foreign goods. The demand of the country may 
frequently, in this manner, be supplied more completely and at a 
sm^er cxpcncc than in any ofocr. Whether, by the continual 
exportation of those metals, a trade of this kind is Ukclyto impoverish 
the country from which it is carried on, in any other way^J shall 
have occasion to examine at great length hereafter.® 

Capital employed in That part of the Capital of any country which is 
e*«pioycd in the carrying trade, is altogether with- 
a^uOs. drawn from supporting the j»oductive labour of 

diat particular country, to support that of some foreign countries. 
Though it may replace by every operation two distinct ca{ntals, yet 
neithet of them belongs* to that particular country. The capital of 
the Dutch merchant, which carries ihe com of Poland to Portugal, 


^ [The second part of this sentence if not in od. 1 / 
• [Bk. iv.] • [Ed. 1 reads ^belong*.' 
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and brings back the fruits and wines of Portugal to Poland, replaces 
by every such operation two capitals, neither of which had been 
employed in supporting the productive labour of Holland; but one 
of them in supporting that of Poland, and the other that of Portugal. 
The profits only return regularly to Holland, and constitute the 
whole addition which this trade necessarily makes to the annual 
produce of the land and labour of that country. When, indeed, 

It may employ ships the Carrying trade of any particular country is car- 

sailors of that country, 
but always that part of the capital employed in it which pays 

the case, freight, is distributed among, and puts into 

motion, a certain number of productive labourers of that country. 
Almost all nations that have had any considerable share of the carry- 
ing trade have, in fact, carried it on in this manner. The trade itself 
has probably derived its name from it, the people of such countries 
being the carriers to other countries. It does not, however, seem 
essential to the nature of the trade that it should be so. A Dutch 
merchant may, for example, employ his capital in transacting the 
commerce of Poland and Portugal, by carrying part of the surplus 
produce of the one to the other, not in Dutch, but in British 
bottoms. It may be presumed, that he actually docs so upon some 
particular occasions. It is upon this account, however, that the 
and equal capital carrying trade has been supposed peculiarly advan- 

employed in im- tagcous to such a country as Great Britain, of which 
defence and security depend upon the number 
many ships and men. gf its sailors and shipping. But the same capital may 
employ as many sailors and shipping, cither in the fbre^in trade of 
consumption, or even in the home-trade, when carried on by coast- 
ing vessels, as it could in the carrying trade. The number of sailors 
and shipping which any particular capital can employ, does not 
depend upon the nature of the trade, but partly upon the bulk of 
the goods in proportion to their value, and partly upon the distance, 
of the ports between which diey are to be carried; chiefly upon the 
former of those two circumstances. The coal-trade from Newcastle 
to London, for example, employs more shipping than all the catryw 
trade of England, though the ports ate at no great distat^. To 
force, therefore, by extraordinary encouragcmaits, a larger share rf 
the capital of any country into t^ carrying trade, than what wtm 
naturally go to it, will not always necessarily increase the diippittg 
of that country. 
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Capital in home The capital, therefore, employed in the home- 
traik Ourefon sup- trade of any country will generally give cncoorage- 

support to a greater ■ quantity of pro- 
capiuu employed in ductive labour in that country, and increase the 
foreign trade, which, annual produce more than an equal 

more than capital in capital employed m the foreign trade ot consun^p- 
the carrying trade, capital employed in this latter tnlde 

Political economy has in both these respects a still greater advantage 
over » equ,! capicj employed in the earryi^ 
into the foreign or trade. The richcs, and so far as power depends upefe 

the carrying trades power of every country, must always 

in proportion to the value of its annual produce, the fund from 
which all taxes must ultimately be paid. But the great object of the 
political oeconomy of every country, is to increase the riches and 
power of that country. It ought, therefore, to give no preference 
nor superior encouragement to the foreign trade of consumption 
above the home-trade, nor to the carrying trade above either of the 
other two. It ought neither to force nor to allure into cither of those 
two channels, a greater share of the capital of the country than 
what would naturally flow into them of its own accord. 
dwugh each is different branches of trade, however, 

advantageous when is not only advantageous, but necessary and un- 
naturally introduced, when the couTse of things, without any 

constraint or violence, naturally introduces it. 

The surplus of the When the produce of any particular branch of in- 
ymi^fofi^stry cxcceds what the demand of the country 

mist be ^t abroad, requires, the surplus must be sent abroad, and 
exchanged for something for which there is a demand at home. 
Without such exporution, a part of the productive labour of the 
country must ccase,^ and the value of its annual produce diminish. 
The land and labour of Great Briuin produce generally more com, 
woollens, and hard ware, than the demand of the home-market 
requires. The surplus part of them, therefore, must be sent abroad, 
and exchanged for something for which there is a demand at home. 
It is only by means of such exportation, that (his surplus can acquire 
a value sufficient to compensate the labour and expcncc of pro- 
ducing it. The neighbourhood of the sea coast, and the banks of all 

* (But why may not the labour be <iivierted to the prodoetioa of *soxncth^ for w^ch 
there is a dematu! at home"? The ‘com, woollens and hardwwc* immediatay 
{Hsrhaps suggest fhat it if supposed the country has certain physical characterudci whir 
cotapd its inhabitants to produce particular commodities.] 
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navigable rivers are advantageous situations for industry, only be- 
cause they facilitate the exportation and exchange of such surplus 
produce for something else which is more in demand there. 

Foreign goods When the foreign goods which are thus purchased 
must^ofi^b^re^^^ surplus produce of domestic industry 

exported. exceed the demand of the home-market, the surplus 

part of them must be sent abroad again, and exchanged for some- 
thing more in demand at home. About ninety-six thousand hogs- 
heads of tobacco arc annually purchased in Virginia and Maryland, 
with a part of the surplus produce of British industry. But the 
demand of Great Britain does not require, perhaps, more than four- 
teen thousand.^ If the remaining eighty-two thousand, therefore, 
could not be sent abroad and exchanged for something more in 
demand at home, the importation of them must cease immediately, 
and with it the productive labour of all those inhabitants of Great 
Britain, who are at present employed in preparing the goods with 
which these eighty-two thousand hogsheads arc annually purchased. 
Those goods, which are part of the produce of the land and labour 
of Great Britain, having no market at home, and being deprived of 
that which they had abroad, must cease to be produced. The most 
round-about foreign trade of consumption, therefore, may, upon 
some occasions, be as necessary for supporting the productive labour 
of the country, and the value of its annual produce, as the most 
direct. 

When the other em- When the capital Stock of any country is increased 
pioyments are full, to such a degree, that it cannot be all employed in 
supplying the consumption, and supporting the 
the carrying trade, productive labour of that particular country, the 
surplus part of it naturally disgorges itself into the 
ofjjreatnaticiut Carrying trade, and is employed in performing the 
same offices to other countries. The carrying trade 
is the natural effect and symptom of great national wealth; but it 
does not seem to be the natural cause of it. Those statesmen who 
have been disposed to favour it widt particular encouragements, 
seem to have mistaken the effect and symptom for the cause. 
Holland, in proportion to the extent of the land and the number o£ 
its mbahit^tTts , by for the richest country in Europe, has, accord- 
ingly, the greatest share of the carrying trade of Europe. England, 

> [Bdow,voLii..'p.4i. Thefigur«Sitf.oooandi3,50oaregivenmthec<mtii»»tioB 

of Andenon’l Ommeree, A.D. 1775. of iSca, vol. iv., p. 187.] 
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perhaps the second richest country of Europe, is likewise supposed 
to have a considerable share of it; though what commonly passes 
for the carrying trade of England, will frequently, perhaps, be 
found to be no more than a round-about foreign trade of con- 
sumption. Such are, in a great measure, the trades which carry the 
goods of the East and West Indies, and of America, to differ^t 
European markets. Those goods arc generally purchased eidjier 
immediately with the produce of British industry, or with sonie- 
thing else which had been purchased with that produce, and tae 
final returns of those trades are generally used or consumed in Gre^t 
Britain. The trade which is carried on in British bottoms betweefi 
the different ports of the Mediterranean, and some trade of the same 
kind carried on by British merchants between the different ports of 
India, make, perhaps, the principal branches of what is properly 
the carrying trade of Great Britain. 

The possible extent extent of the hoine-trade and of the capital 

of the carrying trade which can bc employed in it, is necessarily limited 
is much the greatest. value of the surplus produce of all those 

distant places within the country which have occasion to exchange 
their respective productions with one another. That of the foreign 
trade of consumption, by the value of the surplus produce of the 
whole country and of what can be purchased with it. That of the 
carrying trade, by the value of the surplus produce of all the 
different countries in the world. Its possible extent, therefore, is in 
a manner infinite in comparison of that of the other two, and is 
capable of absorbing the greatest capitals. 

Agriculture does not The consideration of his own private profit, is the 

yield sufficimt profit motive which determines the owner of any 

to attract all the . - i i . . i 

capital which it capital to employ It Cither in agriculture, m manu- 

might absorb. facturcs, or in some particular branch of thg whole- 

sale or retail trade. The different quantities, of productive labour 
which it may put into motion, and the difierent values which it 
may add to the annual produce of the land and labour of the society, 
according as it is employed in one or other of those different ways, 
never enter into his thoughts. In countries, therefore, where agricul- 
ture is die most profitable of all employments, and farming and 
improving the most direct roads to a splendid fortune, the capitals 
of individuals will naturally be employed in the manner most 
advantageous to the whole society. The profits of agricultarc, how- 
ever, seem to have no superiority over those of other cmploym^ts 
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in any part of Europe. Projectors, indeed, in every comet of it, 
have within these few years amused the public with most mag- 
nificent accounts of the profits to be made by the cultivation and 
improvement of land. Without entering into any particular dis- 
cussion of their calculations, a very simple observation may satisfy 
us that the result of them must be false. We see every day the most 
splendid fortiuies that have been acquired in the course of a single 
Ufe by trade and manufactures, frequendy from a very small capital, 
sometimes from no capital. A single instance of such a fortune 
acquired by agriculture in the same time, and from such a capital, 
has not, perhaps, occurred in Europe during the counc of the 
present century. In all the great countries of Europe, however, much 
good land still remains uncultivated, and the greater part of what is 
cultivated, is far from being improved to the degree of which it is 
capable. Agriculture, therefore, is almost every-where capable of 
absorbing a much greater capital than has ever yet been employed 
Thenasonwillbe ^ What circumstances in the policy of Europe 
explained in the havc given the trades which arc carried on in towns 
next two booh. advantage over that which is carried on 

in the country, that private persons frequently find it more for their 
advantage to employ their capitals in the most distant carrying 
trades of Asia and America, than in the improvement and cultiva- 
tion of the most fertile fields in their own neighbourhood, I shall 
endeavour to explain at full length in the two following books. 




BOOK III 


Of the different Progress of Opulence 
in Different Nations 




CHAPTER I 


Of the Natural Progress of Opulence 


The great commerce The great commerce of every civilized society, is 
wWer c“ried on between the inhabitants of the town 
is obviously advan- and those of the country. It consists in the exchange 
u^eous to both. manufactured produce, either imme- 

diately, or by the intervention of money, or of some sort of paper 
which represents money. The country supphes the town with the 
mean$ of subsistence, and the materials of manufacture. The town 
repays this supply by sending back a part of the manufactured 
produce to the inhabitants of the country. The town, in which there 
neither is nor can be any reproduction of substances,^ may very 
properly be said to gain its whole wealth and subsistence from the 
country. We must not, however, upon this account, imagine that 
die gain of the town is the loss of die country. The gains of both 
are mutual and reciprocal, and the division of labour is in this, as 
in all other cases, advantageous to all the different persons employed 
in the various occupations into which it is subdivided. The in- 
habitants of the country purchase of the town a greater quantity of 
manufactured goods, wi^ the produce of a much smaller quantity 
of rbwr own labour, than they must have employed had (hey 
attempted to prepare them themselves. The town affords a market 
for the surplus produce of the country, or what is over and above 
the maintenance of the cultivators, and it is there that the inhabitants 
of the country exchange it for something else which is in demand 
among them. The greater the number and revenue of the in- 
habitants of the town, the more extensive is the market which it 
afibrds to those of the country; and die more extensive that market, 
it is always die more advantageous to a great number. The com 
which grows within a mile of the town, sells there for the same 
price with that which comes from twenty miles distance. But die 


^ [The error that egrieulture produces substances and manufacture only dtets diem is 
doubtless, at die bottom of muds of the support gained by the theory of productive 
=>nd mqitddtuaive labour]. 
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price of the Utter must generally, not only pay the expence of 
raising and bringing it to market, but afford too the ordinary profits 
of agriculture to the farmer. The proprietors and cultivators of the 
country, therefore, which hes in the neighbourhood of the town, 
over and above the ordinary profits of agriculture, gain, in the price 
of what they sell, the whole value of the carriage of the like produeje 
that is brought from more distant parts, and they save, besides, 
whole value of this carriage in the price of what they buy. Compa 
the cultivation of the lands in the neighbourhood of any consider^ 
able town, with that of those which lie at some distance from it^ 
and you will easily satisfy yourself how much the covmtry is bene- 
fited by the commerce of the town. Among all the absurd specula- 
tions that have been propagated concerning the balance of trade, 
it has never been pretended that cither the coimtry loses by its 
commerce with the town, or the town by that with the country 
which maintains it. 

The cultivation of As subsistence is, in the nature of things, prior to 
convenicncy and luxury, so the industry which pro- 
the town, curcs the former, must necessarily be prior to that 

which ministers to the latter. The cultivation and improvement of 
the country, therefore, which affords subsistence, must, necessarily, 
be prior to the increase of the town, which furnishes only the means 
of convenicncy and luxury. It is the surplus produce of the country 
only, or what is over and above the maintenance of the cultivators, 
that constitutes the subsistence of the town, which can therefore 
increase only with the increase of this surplus produce. The town, 
indeed, may not always derive its whole subsistence 
from the country in its neighbourhood, or even 
from the territory to which it belongs, but from 
very distant countries; and this, though it farms no 
exception from the general rule, has occasioned 
considerable variations in the progress of opulence in different ages 
and nations. 


though the toum 
may sometimes be 
Mstmt from the 
country from which 
it derives its suIh 
sistence. 


TUs order That order of things which necessity imposes in 

isfmnMt^y the general, though not in every particular country, is, 

naturm pn^ence , 

of man for m cvcty particular country, promoted by the 

t^Mune. natural inclinations of man. If human institutions 

had never thwarted diose natural inclinations, the towns could 
no-where have increased beyond what the improvement and cultir 
vadon of the arritory in which they were situated could stxpport; 
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till such time, at least, as the whole of that territory was completely 
cultivated and improved. Upon equal, or nearly equal profits, most 
men wiU chuse to employ their capitals rather in improvement 
and cultivation of land, than either in manufactures or in foreign 
trade. The man who employs his capital in land, has it more under 
his view and command, and his fortune is much less liable to 
accidents, than that of the trader, who is obliged frequently to 
commit it, not only to the winds and the waves, but to the more 
uncertain elements of human folly and injustice, by giving great 
credits in distant oountrics to men, with whose charaacr and 
situation he can sddom be thoroughly acquaintecL The capital of 
the landlord, on the contrary, which is fixed in the improvement of 
his land, seems to be as well secured as the nature of human affairs 
can admit of. The beauty of the country besides, the pleasures of a 
country life, the tranquillity of mind which it promises, and 
wherever the iiyustice of human laws docs not disturb it, the 
independency which it really afibrds, have charms that more or less 
attract every body; and as to cultivate the ground was the original 
destination of man, so in every stage of his existence he seems to 
retain a predilection for this primitive employment. 

CulHvators reqmrt Widbout the assistance of some artificers, indeed, 
the assisutnee ef the cnaltivation of land cannot be earned on, but 
with great inconveniency and comiiru^ inter- 
village, and thiir ruption. Smiths, carpenters, wheel-wrights, and 

Z^Jitkthe plough-wrights nusons. and bri^y^ cum®, 

improvement of shoemakers, and taylors, are people, whose service 
the country. farmer has firequcnl: occasion for. Such artificers 

too occasionally, in need of the assistance of one another; and 

as their residence is not, like that of the farmer, necessarily tied down 
to a precise spot, they naturally setdc in the neighbourhood of one 
another, and thus form a small town or village. The butdicr, the 
brewer, and the baker, soon join them, together with many other 
artifijcers and retailers, necessary or uscfial for supplying their 
occasional wants, and who contribute still further to augment die 
town. The inhabitants o£ the town and those of the coimtry are 
mutually th*** servants of one another* The town is a continual fair 
or market, to which the inhabitants of the country resort, in ordc^ 
to exchange their rude for inanirfiuDtored produce,^ k is this 

» ri^spamge,&om the beginning of paragraph, may wll have been suggcitcd 

by Cantmon, Esstd, pp. ii-aa.) 
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commerce which supphcs the inhabitants of the town both with the 
materials of their work, and the means of their subsistence. The 
•quantity of the finished work which they sell to the inhabitants of 
the country, necessarily regulates the quantity of the materials and 
provisions which they buy. Neither their employment nor sub- 
sistence, therefore, can augment, but in proportion to the aug- 
mentation of the demand from the country for finished work; and 
this demand can augment only in proportion to the extension of 
improvement and cultivation. Had human institutions, therefore, 
never disturbed the natural course of things, the progressive wealth 
and increase of the towns would, in every poHtical society, be con-^ 
sequential, and in proportion to the improvement and cultivation of 
the territory or coimtry, 

Jn the American In our North American colonies, where unculti- 
"K vated land is still to be had upon easy tenns, no 

sufficient Stock be-‘ manufactures for distant sale have ever yet been 
stead^o/manufiaur^ estabUshed in any of their towns. When an artificer 
ing/or distant sale, has acquired a Httlc more stock than is necessary for 
carrying on his own business in supplying the neighbouring 
country, he docs not, in North America, attempt to establish with 
it a manufacture for more distant sale, but employs it in the purchase 
and improvement of uncultivated land. From artificer he becomes 
planter, and neither the large wages nor the easy subsistence which 
that country afibrds to artificers, can bribe him rather to work for 
other people than for himself. He feels that an artificer is the servant 
of his customers, from whom he derives his subsistence; but that a 
planter who cultivates his own land, and derives his necessary sub- 
sistence from the labour of his own family, is really a master, and 
independent of all the world. 

^inc<mtHcsurhe,e ^ countries, on the contrary, where there js either 
no meuUivoted land no imcultivated land, or none mat can be had upon 
nmhe ptomed. terms, every artificer who has acquired more 

stock rban he can employ in the occasional jobs of the nrigh- 
bout hood, endeavours to prepare work for more distant sale. 
The smith er«ts some sort of iron, the weaver some sort of linen 
or woollen manufiuitory. Those diflFcrcnt manufiuautcs co^, 
in process of time, to be gradually subdivided, and thereby im- 
proved and refined in a great variety of ways, which may easily 
be concaved, and which it is therefore unnecessary to explain any 
further. 
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Manufactures are Seeking for employment to a capital, manu- 

naturally preferred facturcs are, upon equal or nearly equal profits, 

oreign commerce. preferred to foreign commerce, for the 

same reason that agriculture is naturally preferred to manufactures. 
As the capital of the landlord or farmer is more secure than that of 
the manufacturer, so the capital of the manufacturer, being at all 
times more within his view and command, is more secure than that 
of the foreign merchant. In every period, indeed, of every society, 
the surplus part both of the rude and manufactured produce, or that 
for which there is no demand at home, must be sent abroad in 
order to be exchanged for something for which there is some 
demand at home. But whether the capital, which carries this surplus 
produce abroad, be a foreign or a domestic one, is of very little 
importance. If the society has not acquired sufficient capital both to 
cultivate all its lands, and to manufacture in the completest manner 
the whole of its^ rude produce, there is even a considerable advan- 
tage that that rude produce should^ be exported by a foreign 
capital, in order that the whole stock of the society may be employed 
in more useful purposes. The wealth of ancient Egypt, that of China 
and Indostan, sufficiently demonstrate that a nation may attain aver/ 
high degree of opulence, though the greater part of its exportation 
trade be carried on by foreigners. The progress of our North 
American and West Indian colonies would have been much less 
rapid, had no capital but what belonged to themselves been 
employed in exporting their surplus produce. 

$0 the natural course According to the natural course of things, therefore, 
of things is first the greater part of the capital of every growing 

society is, first, directed to agriculture, afterwards 
finally foreign row- to manufactures, and last of all to foreign com- 
merce. This order of things is so very natural, that 
in every society that had any territory, it has always, I believe, been 
in some degree observed. Some of their lands must liave been culti- 
vated before any considerable towns could be estabUshed, and some 
sort of coarse industry of the manufacturing kind must have been 
carried on in those towns, before they could well think of employ- 
ing themselves in foreign commerce. 

But AU order has though this natural order of things must ^vc 

hem in many taken place in some degree in every such society, 
respeashuraied. in all the modem states of Europe, been, in 

* [Ed. 1 reads *their’.] * [Ed- 1 wads ‘considerable advantage that it should’.] 
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many respects, entirely inverted. The fore^n commerce of some of 
their cities has introduced all their fmer manufactures, or such as 
were fit for distant sale; and manufactures and foreign commerce 
together, have given birth to the principal improvements of agri- 
culture. The manners and customs which the nature of their original 
government introduced, and which remained after that govetn- 
ment was greatly altered, necessarily forced them into this unnatural 
and retrograde order. 



CHAPTER 11 


Of the Discouragement of Agriculture 
in the Ancient State of Europe after 
the Fall of the Roman Empire 


After the fall of the When the German and Scythian nations over-ran 
Roman Empire all the Western provinces of the Roman empire, the 
‘^ro^wasm-"^ confusions which followed so great a revolution 
grossed, cMefty by lasted fot several centuries. The rapine and violence 
large proprietors. the barbarians exercised against the ancient 

inhabitants, interrupted the commerce between the towns and the 
country. The towns were deserted, and the country was left unculti- 
vated, and the western provinces of Europe, which had enjoyed a 
considerable degree of opulence imder the Roman empire, sunk 
into the lowest state of poverty and barbarism. During the con- 
tinuance of those confusions, the chiefs and principal leaders of those 
nations, acquired or usurped to themselves the greater part of the 
lands of those countries. A great part of them was uncultivated; but 
no part of them, whether cultivated or uncultivated, was left with- 
out a proprietor. All of them were engrossed, and the greater part 
by a few great proprietors. 

Primogeniture and This original engrossing of uncultivated lands, 

emails pretrertted the jkoueh a eTcat, might have been but a transitory 

great estates hem£ ® ® i i i - • i i • j 

divided, evil. They might soon have been divided agam, and 

broke into small parcels either by succession or by alienation. The 
law of primogeniture hindered them from being divided by suc- 
cession: the introduction of entails prevented their being broke into 

small parcels by alienation.^ , 

Primo^tureufas When land, like moveables, is considered as the 
nicans only of subsistence and enjojroent, the 
was r^etty prince, natural law of succession divides it, like them, 

‘ tPrimogeoiture and enttils are censured as inimical to agriculture in Lecturer, 
PP. 120, 124, 228.] 
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among all the children of the family; of all of whom the sub- 
sistence and enjoyment may be supposed equally dear to the father. 
This natural law of succession accordingly took place among 
the Romans, who made no more distinction between elder and 
younger, between male and female, in the inheritance of lands, than 
we do in the distribution of moveables. But when land was edn- 
sidered as the means, not of subsistence merely, but of power and 
protection, it was thought better that it should descend undivided 
to one. In those disorderly times, every great landlord was a sort of 
petty prince. His tenants were his subjects. He was their judge, and 
in some respects their legislator in peace, and their leader in war\ 
He made war according to his own discretion, frequently against 
his neighbours, and sometimes against his sovereign. The security 
of a landed estate, therefore, the protection which its owner could 
afford to those who dwelt on it, depended upon its greatness. To 
divide it was to ruin it, and to expose every part of it to be oppressed 
and swallowed up by the incursions of its neighbours. The law of 
primogeniture, therefore, came to take place, not immediately, 
indeed, but in process of time, in the succession of landed estates, for 
the same reason that it has generally taken place in that of mon- 
archies, though not always at their first institution. That the power, 
and consequently the security of the monarchy, may not be 
weakened by division, it must descend entire to one of the children. 
To which of them so important a preference shall be given, must 
be determined by some general rule, founded not upon die doubtful 
distinctions of personal merit, but upon some plain and evident 
difference which can admit of no dispute. Among the children of 
the same family, there can be no indisputable difference but that of 
sex, and that of age. The male sex is universally preferred to the 
female; and when all other things arc equal, the elder cvefi|r^whcre 
takes place of the younger. Hence the origin of the right of primo- 
geniture, and of what is called lineal succession.^ 

It is now unreason’^ Laws frequently continue in force long after the 
circumstanccs, which first gave occasion to them, 
distinctions, and which could alone render them reasonable, arc 

no more. In the present state of Europe, the proprietor of a single 
acre of land is as perfectly secure of his possession as the proprietor 
of a hundred thousand. The right of primogeniture, however, still 
continues to be respected, and as of all institutions it is the fittest to 
* [Lectures, pp. 117-118.] 
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support the pride of family distinction, it is still likely to endure 
for many centuries. In every other respect, nothing can be more 
contrary to the real interest of a numerous family, than a right 
which in order to enrich one, beggars all the rest of the children. 
Entails have the Entails arc the natural consequences of the law of 
same origin, primogeniture. They were introduced to preserve 
a certain lineal succession, of which the law of primogeniture first 
gave the idea, and to hinder any part of the original estate from 
being carried out of the proposed line either by gift, or devise, or 
alienation; cither by the folly, or by the misfortune of any of its 
successive ovmers. They were altogether unknown to the Romans. 
Neither their substitutions nor fideicommisscs bear any resemblance 
to entails, though some French lawyers have thought proper to 
dress the modern institution in the language and garb^ of those 
antient ones.^ 

and are now absurd. When great landed estates were a sort of prin- 
cipalities, entails might not be unreasonable. Like what are called the 
fundamental laws of some monarchies, they might frequently 
hinder the security of thousands from being endangered by the 
caprice or extravagance of one man. But in the present state of 
Europe, when small as well as great estates derive their security 
from the laws of their country, nothing can be more completely 
absurd. They arc founded upon the most absurd of all suppositions, 
the supposition that every successive generation of men have not 
an equal right to the earth, and to all that it possesses; but that the 
property of the present generation should be restrained and regu- 
lated according to the fancy of those who died perhaps five hundred 
years ago.® Entails, however, arc still respected through the greater 
part of Europe, in those countries particularly in which noble birth 
is a necessary qualification for the enjoyment either of civil or mili- 
tary honours. Entails are thought necessary for maintaining this 
exclusive privilege of the nobility to the great offices and honours 
of their coimtry; and that order having usurped one uqust advan- 
tage over the rest of their fellow-citizens, lest their poverty should 
render it ridiculous, it is thought reasonable that they should have 
another. The common law of England, indeed, is said to abhor per- 
petuities, and they are accordingly more restricted there than in any 

‘ (Bd. 1 reads ‘form’.l ^ 1 

* [In LeOutes, p. izh the Roman origin of entails appears to be accep^ j 

• pntiis passage follows I>ft#r«.p. 124, rather closely, reproduemg even die rcpctitioa 
of^absurd.) 
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Other European monarchy; though even England is not altogether 
without them. In Scotland more than onc-fifth, perhaps more than 
one-third part of the whole lands of the country, are at present 
supposed to be^ under strict entail. 

Great proprietors Great tracts of uncultivated land were, in this 

are seldom great manner, not only engrossed by particular familiei, 

improvers, possibility of their being divided again wis 

as much as possible precluded for ever. It seldom happens, howeven 
that a great proprietor is a great improver. In the disorderly time$ 
which gave birth to those barbarous institutions, the great pro-\ 
prietor was sufficiently employed in defending his own territories, \ 
or in extending his jurisdiction and authority over those of his 
neighbours. He had no leisure to attend to the cultivation and 
improvement of land. When the establishment of law and order 
afforded him this leisure, he often wanted the inclination, and 
almost always the requisite abilities. If the expence of his house and 
person cither equalled or exceeded his revenue, as it did very fre- 
quently, he had no stock to employ in this manner. If he was an 
oeconomist, he generally found it more profitable to employ his 
annual savings in new purchases, than in the improvement of his old 
estate. To improve land with profit, like all other commercial pro- 
jects, requires an exact attention to small savings and small gains, 
of which a man bom to a great fomme, even though naturally 
frugal, is very seldom capable. The situation of such a person 
naturally disposes him to attend rather to ornament which pleases 
his fancy, than to profit for which he has so little occasion. The 
elegance of his dress, of his equipage, of his house, and household 
furniture, arc objects which from his infancy he has been accus- 
tomed to have some anxiety about. The turn of mind which this 
habit naturally forms, follows him when he comes to thinlrof the 
improvement of land. He embellishes perhaps four or five hundred 
acres in the neighbourhood of his house, at ten times the expcncc 
which the land is worth after all his improvements; and finds that 
if he was to improve his whole estate in the same manner, and he 
has Kttlc taste for any other, he would be a bankrupt before he had 
finished the tenth part of it. There still remain in ^th parts of the 
united kingdom some great estates which have continued without 
interruption in the hands of the same family since the times of 
feudal anarchy. Compare the present condition of those estates with 
^ [£d. X does not contain ’supposed to be’.] 
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the possessions of the small proprietors in their neighbourhood, and 
you will require no other argument to convince you how un- 
favourable such extensive property is to improvement.^ 

The occupiers were If Htdc improvement was to be expected from such 
notlikelytoimprope, great proprietors, still less was to be hoped for from 
%t^e^toth^and who occupied the land imder them. In the 

W incapaUe of ancient state of Europe, the occupiers of land were 
acquiring property, They were aU or almost all slaves; 

but their slavery was of a milder kind than that known among the 
ancient Greeks and Romans, or even in our West Indian colonics. 


They were supposed to belong more directly to the land than to 
their master. They could, therefore, be sold with it, but not separ- 
ately. They could marry, provided it was with the consent of their 
master; and he could not afterwards dissolve the marriage by selling 
the man and wife to different persons. If he maimed or murdered 
any of them, he was Hablc to some penalty, though generally but 
to a small one. They were not, however, capable of acquiring 
property. Whatever they acquired was acquired to their master, 
and he could take it from them at pleasure. Whatever cultivation 
and improvement could be carried on by means of such slaves, was 
properly carried on by their master. It was at his cxpence. The seed, 
the cattle, and the instruments of husbandry were all his. It was for 
his benefit. Such slaves could acquire nothing but their daily main- 
tenance. It was properly the proprietor himself, therefore, that, in 
this case, occupied his own hmds, and cultivated them by his own 
bondmen. This species of slavery still subsists in Russia, Poland, 
Hungary, Bohemia, Moravia, and other parts of Germany. It is 
only in the western and south-western provinces of Europe, that it 
has gradually been abolished altogether.^ 

Moufisthe But if great improvemaits arc seldom to be ex- 
dearest of all. pcctcd from great proprietors, they are least of all 

to be expected when they employ slaves for their workmen- The 
<aq)crieiice of all ages and nations, I believe, demonstrates that Ae 
work done by slaves, though it appears to cost only their mam- 
tenance, is in the end the dearest of any. A person who can acq^c 
no property, can have no other interest but to eat as much, am to 
labour as little as possible. Whatever work he docs beyond what is 


• FTliis lematk foflow* Leetuns, p. Cp. bdow, ^- 43*. 433* 441.1 . 

* «maH part of the West of Europe is the only portitm of thc^je^w ftee 
l«.il^*^l^i»no^htcomp.£« with the vast eonturtntswh^ 

vails.’— Z.re(Mres, p. p^-l 
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sufficient to purchase his own maintenance, can be squeezed out of 
him by violence only, and not by any interest of his own. In ancient 
Italy, how much the cultivation of com degenerated, how unprofit- 
able it became to the master when it fell under the management of 
slaves, is remarked by both Pliny and Columella.^ In the time of 
Aristotle it had not been much better in ancient Greece. Speaking of 
the ideal republic described in the laws of Plato, to maintain five 
thousand idle men (the number of warriors supposed necessary for 
its defence) together with their women and servants, would require, 
he says, a territory of boundless extent and fertility, like the plaint 
of Babylon.^ \ 

At present sugar and The pride of man makes him love to domineer, and 
5/we nothing mortifies him so much as to be obliged to 

com cannot condescend to persuade his inferiors. Wherever the 

law allows it, and the nature of the work can afford it, therefore, 
he will generally prefer the service of slaves to that of freemen. The 
planting of sugar and tobacco can afford the expence of slave culti- 
vation. The raising of com, it seems, in the present times, cannot. 
In the EngUsh colonics, of which the principal produce is corn, the 
far greater part of the work is done by freemen. The late resolution 
of the Quakers in Pennsylvania to set at liberty all their negro 
slaves,* may satisfy us that their number cannot be very great. Had 
they made any considerable part of their property, such a resolution 
could never have been agreed to. In our sugar colonies, on the con- 
trary, the whole work is done by slaves, and in our tobacco colonies 
a very great part of it. The profits of a sugar-plantation in any of 
our West Indian colonies arc generally much greater than those of 
any other cultivation that is known cither in Europe or America: 
And the profits of a tobacco plantation, though inferior to those of 
sugar, arc superior to those of com, as has already been observed.* 
Both can afford the expence of slave cultivation, but sugar can 
afford it still better than tobacco. The number of negroes accord- 
ingly is much greater, in proportion to that of whites, in our sugar 
than in our tobacco colonies. 

The stapes were Cultivators of ancient times, gradually 

succeeded by succeeded a species of farmers known at present in 
France by the name of Metayers. They arc called 

^ (Pliny, H. N., Ub. xviii., cap. iv.; Columella, De re rusHca, Ub. i., prxfatio.] 

* PoUtics, X2654.] 

* (Rjyml, Histoire phitosopMque (Amsterdam ed.), tom. vi., pp. 

* Above, p. 176; Lectures^ p. 225.] 
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in Latin, Coloni Partiarii. They have been so long in disuse in Eng- 
land that at present I know no English name for them. The pro- 
prietor furnished them with the seed, cattle, and instruments of 
husbandry, the whole stock, in short, necessary for cultivating the 
farm. The produce was divided equally between the proprietor and 
the farmer, after setting aside what was judged necessary for keeping 
up the stock, which was restored to the proprietor when the farmer 
either quitted, or was turned out of the farm.^ 
who are very digit- occupied by such tenants is properly culti- 

ent in that they can vatcd at thc expcnce of the proprietor, as much as 
acquire property, occupied by slaves. There is, however, one very 

essential difference between them. Such tenants, being freemen, are 
capable of acquiring property, and having a certain proportion of 
the produce of the land, they have a plain interest that the whole 
produce should be as great as possible, in order that their own 
proportion may be so. A slave, on the contrary, who can acquire 
nothing but his maintenance, consults his own ease by making the 
land produce as little as possible over and above that maintenance. 
It is probable that it was partly upon account of this advantage, and 
partly upon account of the encroachments which the sovereign, 
always jealous of thc great lords, gradually encouraged their villains 
to make upon their authority, and which seem at last to have been 
such as rendered this species of servitude altogether inconvenient, 
that tenure in villanagc gradually wore out through the greater part 
of Europe. The time and manner, however, in which so important 
a revolution was brought about, is one of the most obscure points 
in modem history. The church of Rome claims great merit in it; 
and it is certain that so early as the twelfth century, Alexander III.* 
published a bull for the general emancipation of slaves. It seems, 
however, to have been rather a pious exhortation, than a law to 
which exact obedience was required from the faithful. Slavery con- 
tinued to take place almost umversally for several centuries aft^- 
wards, till it was gradually abolished by the joint operation of the 
two interests above mentioned, that of the proprietor on the om 
hand, and that of thc sovereign on the other. A villain enfra^sei 
and at; thc same time allowed to continue in possession of thc land, 
having no stock of his own, could cultivate it only by means of 


i pLwWi-e ). tom. i.. p. In Leeteim, W- 

loi. I0». fanoceat ffl. appe»rs in error for Alexander m.J 
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what the landlord advanced to him, and must, therefore, have been 
what the French call a Metayer. 

But they could have It could never, however, be the interest even of this 
specics of cultivators to lay out, in the further 
improvement. improvement of the land, any part of the little stock 
which they might save from their own share of the produce, because 
the lord, who laid out nothing, was to get one-half of whatever it 
produced. The tithe, which is but a tenth of the produce, is founa 
to be a very great hindrance to improvement. A tax, therefore,! 
which amounted to one-half, must have been an effectual bar to it. \ 
It might be the interest of a metayer to make the land produce as \ 
much as could be brought out of it by means of the stock furnished 
by the proprietor; but it could never be his interest to mix any part 
of his own with it. In France, where five parts out of six of the 
whole kingdom are said to be still occupied by this species of culti- 
vators,^ the proprietors complain that their metayers take every 
opportunity of employing the masters cattle rather in carriage than 
in cultivation; because in the one case they get the whole profits to 
themselves, in the other they share them with their landlord. This 
species of tenants still subsists in some parts of Scotland. They arc 
called steel-bow* tenants. Those ancient EngUsh tenants, who arc 
said by Chief Baron Gilbert and Doctor Blackstone to luve been 
rather bailiffs of the landlord than farmers properly so called, were 
probably of the same kind.® 


Metayers were 
followed by formers, 
who sometimes find 
it to their interest to 
improve when they 
have a lease, hut 
leases were long 
insecure* 


To this specics of tenancy succeeded, though by 
very slow degrees, farmers properly so called, who 
cultivated the land with their own stock, paying a 
rent certain to the landlord. When such farmers 
have a lease for a term of years, they may some- 
times find it for their interest to lay out j)art of 


their capital in the further improvement of the farm; because they 


may sometimes expect to recover it, with a large profit, before the 


expiration of the lease. The possession even of such farmers, how- 


^ [Probably Quesoay's estimate; cp. his aitidc oti ^Fermiers* in the BncyclopMie, re* 
printed in his (Buvres, ed. Oncken, iSSS, pp. zdo, 171.] 

* [Gamiet is certaiidy wrong in suggesting in his note, *ce nom vient probabiement 
de la mani^e dont ils dtaient autrefois armds en guerre.'-*-Res^err/ies, etc., tom. it., p. 
43$. is the fanning stock; ‘steel’ is said to indicate the nature of the contract, and 
eisem vidh and bestia ferri are quoted as parallels by Cosmo Innes, Lectures m ScoUh 
Legal Aniiqfoties, iSya, pp. 245, 266.] 

• [Gilbert, Treatise of Tenures, 3rd ed., 1757, pp. 34 and 54; Blackstone, Gwiiwfrt- 
tarks, voL it., pp. 141, 142. The whole paragraph follows Lectures, p. aad. rather 
doady.] 
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ever, was long extremely precarious, and still is so in many parts of 
Europe, They could before the expiration of their term be legally 
outed of their lease, by a new purchaser; in England, even by the 
fictitious action of a common recovery. If they were turned out 
illegally by the violence of their master, the action by which they 
obtained redress was extremely imperfect. It did not always re- 
instate them in the possession of the land, but gave them damages 
which never amounted to the real loss. Even in England, the 
country perhaps of Europe where the yeomanry has always been 
most respected, it was not till about the 14th of Henry the Vllth 
that the action of ejectment was invented,^ by which the tenant 
recovers, not damages only but possession, and in which his claim 
is not necessarily concluded by the uncertain decision of a single 
assize. This action has been found so eflfectual a remedy that, in the 
modem practice, when the landlord has occasion to sue for the 
possession of the land, he seldom makes use of the actions which 
properly belong to him as landlord, the writ of right or the wnt 
of entry, ^ but sues in the lume of his tenant, by the writ of eject- 
ment. In England, therefore, the security of the tenant is equal to 
that of the proprietor. In England besides a lease for life of forty 
Theforty-shilUng shillings a year value is a freehold, and entitles the 
freeholder vote in lessee to votc for a member of parliament; and as a 

gi»< of the yeontenty heve freehold, of to 
farmer. kind, the wholc order becomes respectable to their 

landlords on account of the political consideration which this gives 
them,® There is, I believe, no-where in Europe, ejcccpt in England, 
any of the tciunt building upon the land of which he had 

no lease, and trusting that the honour of his landlord would take 
no advantage of so important an improvement. Those laws ^ 
customs so favourable to the yeomanry, have perhaps contributed 
more to the present grandeur of England, than all their boasted 

regulations of commerce taken together. 

, er. r J The law which secures the longest leases agamst 

^^ccessorsofeverykindis.sofarasIknow,i>ecu^ 

favourable, Great Britain. It was introduced into Scotiana so 

early as 1449. by a law of James die Hd.* Its beneficial influence. 

» [M. Bacon. Nctt> Abridgment of the Lam, 3rd ed.. 1768. vol. ii.. p. 160, r.if. Eject- 
ment; cp. p. a* 7 -l . ... , »lUcturet,pp. 3 AT- 2 a.i.] 

** A safety and favour of the poor people that 

labours the ground.*} 
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however, has been much obstructed by entails; the heirs of entail 
being generally restrained from letting leases for any long term of 
years, frequently for more than one year. A late act of parHament^ 
has, in this respect, somewhat slackened their fetters, though they 
arc still by much too strait. In Scotland, besides, as no leasehold 
gives a vote for a member of parliament, the yeomanry arc upori 
this account less respectable to their landlords than in England. 1 
In the rest of Europe ^ Other parts of Europe, after it was found con-\ 
the farmer is less vcnient to sccure tenants both against heirs and pur- \ 

chasers, the term of their security was still limited ' 
to a very short period; in France, for example, to nine ydars from 
the commencement of the lease. It has in that country, indeed, been 
lately extended to twenty-seven,^ a period still too short to encour- 
age the tenant to make the most important improvements. The 
proprietors of land were anciently the legislators of every part of 
Europe. The laws relating to land, therefore, were all calculated for 
what they supposed the interest of the proprietor. It was for his 
interest, they had imagined, that no lease granted by any of his pre- 
decessors should hinder him from enjoying, during a long term of 
years, the full value of his land. Avarice and injustice are always 
shortsighted, and they did not foresee how much this regulation 
must obstruct improvement, and thereby hurt in the long-run the 
real interest of the landlord.® 

aiston«nY services The ^rmcrs too, besides paying the rent, were 
were vexatious 10 anciently, it was supposed, bound to perform a 
the farmer, great niunbct of services to the landlord, which 

were seldom cither specified in the lease, or regulated by any precise 
rule, but by the use and wont of the manor or barony. These ser- 
vices, therefore, being almost entirely arbitrary, subjected the tenant 
to many vexations. In Scotland the abolition of all services, nflt pre- 
cisrfy stipulated in the lease,* has in the course of a few yean very 
much altered for the better the condition of the yeomanry of that 
country. 

ani so also were The public services to which the yeomatuy were 
compulsory labour botmd, were not less arbitrary than the private 
art tile roads, make and maintain the h%h roads, a 

servitude which still subsists, I believe, every-where, though widi 
different d^ees of oppression in differoit countries, was not the 

* [Bdow, voL ii., p. 199.I 

* {20 Geo. II., c. 50, S ar -1 


> [ro Geo. IH., c, si-l 
* [Lectures, pp. 216, 227.] 
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purveyance. Only oiic. When the king's troops, when his house- 

hold or his officers of any kind passed through any part of the 
country, the yeomanry were bound to provide them with horses, 
carriages, and provisions, at a price regulated by the purveyor. Great 
Britain is, I believe, the only monarchy in Europe where the 
oppression of purveyance has been entirely abolished. It still subsists 
in France and Germany. 

The public taxes to which they were subject were as irregular and 
oppressive as the services. The ancient lords, though extremely un- 
and tallages, willing to grant themselves any pecuniary aid to 

their sovereign, easily allowed him to tallage, as they called it, their 
tenants,^ and had not knowledge enough to foresee how much this 
must in the end affect their ovm revenue. The taille, as it still sub- 
sists in France, may serve as an example of those ancient tallages. 
It is a tax upon the supposed profits of the farmer, which they 
cstinute by the stock that he has upon the farm. It is his interest, 
therefore, to appear to have as little as possible, and consequently 
to employ as little as possible in its cultivation, and none in its 
improvement. Should any stock happen to accumulate in the 
hands of a French farmer, the taille is almost equal to a prohibition 
of its ever being employed upon the land. This tax besides is sup- 
posed to dishonour whoever is subject to it, and to degrade him 
below, not only the rank of a gentleman, but that of a burgher, and 
whoever rents the lands of another becomes subject to it. No gentle- 
man, nor even any burgher who* has stock, will submit to this 
degradation. This tax, therefore, not only hinders the stock which 
accumulates upon the land from being employed in its unprove- 
ment, but drives away all other stock from it. The ancient tenths 
and fifteenths,® so usual in England in former times, seem, so far 
as they affected the land, to have been taxes of the same nature with 
the taille. 

Even under the best Under all these discouragements, litde improve- 
laws farmer is at j cxpcctcd firom the occupiers of land. 

That order of people, with all the liberty and 
security which law can give, must always improve under great dis- 
advantages. The former compared with the proprietor, is as a m«- 
rhanf who trades with borrowed money compared widi one who 


• B&y S and fifteenth, “f 

from AeptriAes, and raised by them Uke other locd rates; see Cannan, ttstwr tf 
Load Rfliw, 1890 , pp. 13-14. 
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trades with his own. The stock of both may improve, but that of 
the one, with only equal good conduct, must always improve more 
slowly than that of the other, on account of the large share of the 
profits which is consumed by the interest of the loan. The lands 
cultivated by the farmer must, in the same manner, with only equal 
good conduct, be improved more slowly than those cultivated by the 
proprietor; on account of the large share of the produce which ils 
consumed in the rent, and which, had the farmer been proprietor! 
he might have employed in the further improvement of die land.'\ 
The station of a farmer besides is, from the nature of things, inferior \ 
to that of a proprietor. Through the greater part of Europe the 
yeomanry are regarded as an inferior rank of people, even to the 
better sort of tradesmen and mechanics, and in all parts of Europe 
to the great merchants and master manufacturers. It can seldom 
happen, therefore, that a man of any considerable stock should quit 
the superior, in order to place himself in an inferior station. Even 
in the present state of Europe, therefore, litde stock is likely to go 
from any other profession to the improvement of land in the way 
of farming. More does perhaps in Great Britain than in any other 
country, though even there the great stocks which arc, in some 
places, employed in farming, have generally been acquired by 
farming, the trade, perhaps, in which of all others stock is com- 
butlaf^e formers are monly acquired most slowly. After small pro- 
provers after small P«ctors, howcvcf, Hch and great farmers arc, m 
proprietors. cvcry country, the principal improvers. There arc 

more such perhaps in England than in any other European mon- 
archy. In the repubUcan governments of HoUand and of Berne in 
Switzerland, the farmers are said to be not inferior to those of 
England.* 

The common pro- The ancient policy of Europe was, over an^above 
all this, unfavourable to the improvement and culd- 
M<dms OH internal vation of land, whether carried on by the proprietor 
p^iue ^iT fu^r farmer; first, by the general prohibition 

Sscourt^iemeHb to of the cxporution of com without a special licence, 

Vltitihtf*’ which seems to have been a very universal regula- 

tion; and secondly, by die restraints which were laid upon die 
inland commerce, not only of com but of almost every odier part 
of the produce of the fiurm, by the absurd laws against o^ossers, 

> ILeetura, p. 226.} 

• [Essays im Hmhandry (by Waiter Harte), 1764, pp. 
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regraten, and forestallers, and by the privileges of fairs and markets.^ 
It has already been observed in what manner the prohibition of the 
exportation of com, together with some encouragement given to 
the importation of foreign com, obstructed the cultivation of 
ancient Italy, naturally the most fertile country in Europe, and at 
that time the seat of the greatest empire in the world.* To what 
degree such restraints upon the inland commerce of this commodity, 
joined to the general prohibition of exportation, must have dis- 
couraged the cultivation of countries less fertile, and less fevourably 
circumstanced, it is not perhaps very easy to imagine. 

^ [Below, vol. ii., pp. 29-41.] * [Above, p. 167; Lectures, p. 229.] 
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Of the Rise and Progress of Cities 
and Towns, after the Fall of the 
Roman Empire 


The tomtsmen were The inhabitants of cities and towns were, after the 

Roman empire, not more favoured 
(omtrymen. than those of the country. They consisted, indeed, 
of a very different order of people from the first inhabitants of the 
ancient republics of Greece and Italy. These last were composed 
chiefly of the proprietors of lands, among whom the public terri- 
tory was originally divided, and who found it convenient to build 
their houses in the neighbourhood of one another, and to surround 
them with a wall, for the sake of common defence. After the fall 
of the Roman empire, on the contrary, the proprietors of land seem 
generally to have hved in fortified castles on their own estates, and 
in the midst of their own tenants and dependants. The towns were 
They were very chicAy inhabited by tradesmen and mechanics, who 
nearly cf servile seem in those days to have been of servile, or very 
oMubtiM. nearly of servile condition. The privileges which we 

find granted by ancient charters to the inhabitants of some^f the 
principal towns in Europe, sufficiently shew what they were before 
those grants. The people to whom it is granted as a privilege, that 
they might give away their own daughters in marriage without the 
consent of their lord, that upon their death their own children, and 
not their lord, should succeed to their goods, and that they m^ht dis- 
pose of their own effects by will, must, before those grants, have 
been cither altogether, or very nearly in the same state of villanagc 
with the occupiers of land in the country. 

They seem, indeed, to have been a very poor, mean set of people, 
who used to travel about with their goods firom place to place, and 
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from fair to fair, like the hawkers and pedlars of the present times. ^ 
In all the different countries of Europe then, in the same manner as 
in several of the Tartar governments of Asia at present, taxes used to 
be levied upon the persons and goods of travellers, when they passed 
through certain manors, when they went over certain bridges, 
when they carried about their goods from place to place in a fair, 
when they erected in it a booth or stall to sell them in. These 
different taxes were known in England by the names of passage, 
pontage, lastage, and stallage. Sometimes the king, sometimes a 
great lord, who had, it seems, upon some occasions, authority to do 
this, would grant to particular traders, to such particularly as lived 
in their own demesnes, a general exemption from such taxes. Such 
traders, though in other respects of servile, or very nearly of servile 
condition, were upon this account called Free-traders. They in 
return usually paid to their protector a sort of annual poll-tax. In 
those days protection was seldom granted without a valuable con- 
sideration, and this tax might, perhaps, be considered as compensa- 
tion for what their patrons might lose by their exemption 
from other taxes. At first, both those poll-taxes and those exemp- 
tions seem to have been altogether personal, and to have affected 
only particular individuals, during cither their lives, or the pleasure 
of their protectors. In the very imperfect accounts which have been 
published from Domesday-book, of several of the towns of England, 
mention is frequently made sometimes of the tax which particular 
burghers paid, each of them, cither to the king, or to some other 
great lord, for this sort of protection; and sometimes of the general 
amount only of all those taxes. ^ 

butamveJatUbertr But how servile soever may have been originally 
much earlier than condition of the inhabitants of the* towns, it 

appe... evidcady. tha. Aay ^ved a, libeny ^ 
their town^ in^pcndcncy much earlier than the occupiers ot 

land in the country. That part of the king’s revenue whiA aroM 
from such poll-taxes in any particular town, used commonly to be 
let in farm, during a term of years for a rent certain, sometunw to 
the sheriff of the county, and sometimes to other persons. The 


3 , &c. [Robert Brady, 
I. See for the statesiMts 
:wo paragraphs, esp. pp. 
[, vol i., p. ao5» where 
first in ed. a.] 


» See Brady^t historical treatise of Oues and ^ 

ffljtoriwl TmUte rfCitlet wd Burghs or Borouglu, 

M to the position of townsmen and ^ 

.6, ,8, siTAppeniix. p. 8. Cp. 

Domesday and Brady are both mentioned. The note appears 

• [Ed. I docs not contain *the\l 
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burghers themselves frequently got credit enough to be admitted 
to farm the revenues of this sort which arose out of their own 
town, they becoming jointly and severally answerable for the whole 
rent.^ To let a farm in this manner was quite agreeable to the usual 
oeconomy of, I believe, the sovereigns of all the different countries 
of Europe; who used frequently to let whole manors to all the 
tenants of those manors, they becoming jointly and severally 
answerable for the whole rent;^ but in return being allowed to^ 
collect it in their own way, and to pay it into the king’s exchequer \ 
by the hands of their own bailiff, and being thus altogether freed 
from the insolence of the king’s officers; a circumstance in those 
days regarded as of the greatest importance. 

first for a term of town was probably let to 

years and afterwards the burghers, in the same manner as it had been to 
m perpetuity. Other farmers, for a term of years only. In process 
of time, however, it seems to have become the general practice to 
grant it to them in fee, that is for ever, reserving a rent certain never 
afterwards to be augmented. The payment having thus become 
perpetual, the exemptions, in return for which it was made, 
naturally became perpetual too. Those exemptions, therefore, 
ceased to be personal, and could not afterwards be considered as 
belonging to individuals as individuals, but as burghers of a parti- 
cular burgh, which, upon this account, was called a Free burgh, 
for the same reason that they had been called Free-burghers or 
to Free-traders. 


as well as ether ^long with this grant, the important privileges 
privileges equivalent above mentioned, that they might give away their 
tefieedom, daughtcH in marriage, that their children 

should succeed to them, and that they might dispose of their own 
rffccts by will, were generally bestowed upon the burghers^ the 
town to whom it was given. Whether such privileges had before 
been usually granted along with the freedom of trade, to particular 
burghers, as individuals, I know not. I reckon it not improbable 


^ Sec Ma<iox Firma Burgi, [1726,] p. iS. also (Madox,] History [and Antiquities] of 
die Exchequer, chap. 10. sect. v. p. 223, first edition [zyii. But the statement in the 
text above that the farm was in place of poll taxes is not supported by Firma Burgit p- 
251, where Madox says the ‘yearly ferme of towns arose out of certain locate or 
des^sed things that yielded issues or proEt,’ e,g., assisted rents, jdeas, perquisites, 
exmom of go^s, fairs, markets, stallage, aidennanries, tolls and whamge. ft was only 
if these fell short of the farm, that a direct contribution from the townsmen would be 
levied. The note appean first in ed. 2.] 
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that they were, though I cannot produce any direct evidence of 
it. But however this may have been, the principal attributes of 
villanagc and slavery being thus taken away from them, they 
now, at least, became really free in our present sense of the word 
Freedom. 

and a government of Nor was this all. They were generally at the same 
their own, erected into a commonalty or corporation, 

with the privilege of having magistrates and a town-council of their 
own, of making bye-laws for their own government, of building 
walls for their own defence, and of reducing all their inhabitants 
under a sort of military discipline, by obliging them to watch and 
ward; that is, as anciently understood, to guard and defend those 
walls against all attacks and surprises by night as well as by day. In 
England they were generally exempted from suit to the hundred 
and county courts; and all such pleas as should arise among them, 
the pleas of the crown excepted, were left to the decision of their 
own magistrates. In other countries much greater and more exten- 
sive jurisdictions were frequently granted to them.^ 

It seems strange that It might, probably, bc necessary to grant to such 
towns as were admitted to farm their own revenues, 
some sort of compulsive jurisdiction to oblige dicir 
own citizens to niake payment. In those disorderly 
times it might have been extremely inconvenient 
to have left them to seek this sort of justice from any other tribunal. 
But it must seem extraordinary that the sovereigns of all the dif- 
ferent countries of Europe, should have exchanged in this manner 
for a rent certain, never more to be augmented, that branch of the 
revenue, which was, perhaps, of all others the most likely to bc 
improved by the natural course of things, without either expe^e or 
attention of ^hfir owni^ and that they should, besides, have in this 
manner voluntarily erected a sort of independent republics in the 
heart of their own dominions. 

but the toums were In order to undentand this, it must bc remembered, 

the natural allies of ^ days the sovereign of perhaps no 

£i:r^ ^3 ,blc to protect, through d>e 

‘ See Madox Fitma B»irgi: See also Pfeflfcl in the «markable ey^ mdra 

It. thelouscy SuaWa. |,This_.^^^^ 


sovereigns should 
have abandoned the 
prospect of increased 
revenue and have 
erected independent 
republics^ 



hcadedin the same way 
Villes at the end of tom. i.] 
• [Licturti, p. 40*1 
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whole extent of his dominions, the weaker part of his subjects from 
the oppression of the great lords. Those whom the law could not 
protect, and who were not strong enough to defend themselves, 
were obliged cither to have recourse to the protection of some great 
lord, and in order to obtain it to become cither his slaves or vassals; 
or to enter into a league of mutual defence for the common prd- 
tcction of one another. The inhabitants of cities and burghs, con- 
sidered as single individuals, had no power to defend themselve^ 
but by entering into a league of mutual defence with their ncigh-\ 
hours, they were capable of making no contemptible resistance. The 
lords despised the burghers, whom they considered not only as of 
a different order, but as a parcel of emancipated slaves, almost of a 
different species from themselves. The wealth of the burghers never 
failed to provoke their envy and indignation, and they plundered 
them upon every occasion without mercy or remorse. The burghers 
naturally hated and feared the lords. The king hated and feared them 
too; but though perhaps he might despise, he had no reason either 
to hate or fear the burghers. Mutual interest, therefore, disposed 
them to support the king, and the king to support them against the 
lords. They were the enemies of his enemies, and it was his interest 
to render them as secure and independent of those enemies as he 
could. By granting them magistrates of their own, the privilege of 
making bye-laws for their own government, that of buddii^ walls 
for their own defence, and that of reducing all their inhabitants 
under a sort of military discipline, he gave them all the means of 
security and independency of the barons which it was in his power 
to bestow. Without the establishment of some regular government 
of this kind, without some authority to compel their inhabitants to 
act according to some certain plan or system, no voluntary league 
of mutual defence could either have afforded them any pefliuncnt 
security, or have enabled them to give the king any considerable 
support. By granting them the farm of their town in fee, he took 
away from those whom he wished to have for his friends, and, if 
one may say so, for his allies, all ground of jealousy and suspicion 
that he was ever afrerwards to oppress them, either by raising the 
frrm rent of their town, or by granting it to some other farmer. 
Th€ sovereigns who Thc princcs who lived upon the worst terms with 
r^rreiiedmosttMt batons, sccm accordingly to have been thc 
most tiberat to the nxost Uberal m grants of dns kind to tndlr burgns. 

King John of England, for example, appears to have 
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been a most munificent benefactor to his towns.^ Philip the First of 
France lost ail authority over his barons. Towards the end of his 
reign, his son Lewis, known afterwards by the name of Lewis the 
Fat, consulted, according to Father Daniel, with the bishops of the 
royal demesnes, concerning the most proper means of restraining 
the violence of the great lords. ^ Their advice consisted of two 
difierent proposals. One was to erect a new order of jurisdiction by 
establishing magistrates and a town council in every considerable 
town of his demesnes. The other was to form a new militia, by 
making the inhabitants of those towns, under the command of their 
own magistrates, march out upon proper occasions to the assistance 
of the king. It is from this period, according to the French anti- 
quarians,^ that we arc to date the institution of the magistrates and 
councils of cities in France. It was during the unprosperous reigns 
of the princes of the houses of Suabia that the greater part of the 
free towns of Germany received the first grants of their privileges, 
and that the famous Hanseatic league first became formidable.^ 

The city mititia was militia of the cities seems, in those times, not to 
often able to have been inferior to that of the country, and as 

nei^hbouring^hrds, be more readily assembled upon any 

as in Italy and suddcn occasion, they frequently had the advan- 
wt zer an . disputes with the neighbouring lords. 

In countries, such as Italy and Switzerland, in which, on account 
either of their distance from the principal seat of government, of 
the natural strength of the country itself, or of some other reason, 
the sovereign came to lose the whole of his authority, the cities 
generally became independent republics, and conquered all die 
nobility in their neighbourhood; obliging them to pull dowm their 
castles in the country, and to live, like other peaceable inhabitants, 


^ See Madox [Fima Burgi, pp. 35, 150. The note is not in ed. i]. 

* (‘L'cxcommunication de Philippe I. et son inapplication aux affaires avaientpresque 
ruin^ toute son autorit<S cn France. . . , Les plus puissants vassaux de France ^taient 
devenus plus que jamais indocilcs It Fcgard du souverain. . . . Louis le Gros, ^ qui 
Philippe son p^rc avait abandonn(? la conduite de lYtatsurles demi^res ann^s de $a vie, 
d($libera avee les <!fv 6 qucs du domainc royal, des moyens de rejn<§dier k ces maux, et 
itnagina avec eux une uouvellc police pour la lev^ des troupes, et unc nouy^e forme 
de justice dans les villcs pour cmp^chcr Tinipunit^ des crimes.* — G. Oaniel, JHbstoire 4 t 
Frmttt I 755 » vol. iii., pp. 51^-513. A description of the new insdtutiotts follows, pp. 

* [Possibly Du Cange (who is referred to in the margin of Daniel, p. 514* and by 
Hume, History, ed. 1773. vol, ii., p. nS). aossarium, s.i/. Commune, commt^ etc., 
•Primus veto cjus modi Commmias in Fianda Ludov. VII, [? VI.] rex multiplicavit et 

* See PieM. [Reference above, p. 4^2 note. The note is not m ed. r.j 



KISE OP TOWNS 


426 


[bK. 12 


in dhie dty. This is the short history of the republic of Berne, as 
well as of several other cities in Switzerland. If you except Venice, 
for of that city the history is somewhat different, it is the history of 
all the considerable Italian republics, of which so great a number 
arose and perished, between the end of the twelfth and the begin- 
ning of the sixteenth century. 

In France and Enj^ In countries such as France or England, where the 
authority of the sovereign, though frequently very^ 
their oum consent. low, never was destroyed altogether, the cities had 

no opportunity of becoming entirely independent. They became, 
however, so considerable, that the sovereign could impose no tax 
upon them, besides the stated farm-rent of the town, without their 
own consent. They were, therefore, called upon to send deputies to 
the general assembly of the states of the kingdom, where they might 
join with the clergy and the barons in granting, upon urgent 
occasions, some extraordinary aid to the king. Being generally too 
more favourable to his power, their deputies seem, sometimes, to 
have been employed by him as a counter-balance in those assem- 
blies to the authority of the great lords.' Hence the origin of the 
representation of burghs in the states general of all the great 
monarchies in Europe. 

in consequence of Order and good government, and along with 

liberty and security of individuals, were, 
j^rishtimdstodt in this manner, established in cities, at a time when 
occupiers of land in the country were exposed 
eamtry. to every sort of violence. But men in this defence- 

less state naturally content themselves with their necessary sub- 
sbtence; because to acquire more might only tempt the injustice of 
rKfir oppressors. On the contrary, when they are secure of enjoying 
die fruits of their industry, they naturally exert it to better^ their 
cemdition and to acquire not only the necessaries, but the con- 
veniendes and el^ancies of life. That industry, therefore, which aims 
at somediing more than necessary subsistence, was established in 
cities long before it was commonly practised by the occupiers of 
land in the coimtry. If in the hands of a poor cultivator, oppressed 
with the sarvitude of villanage, some little stock should accumulate, 
he would naturally conceal it with great care from his master, to 
whom it would otherwise have belonged, and take the first oppor- 


* [Ed. I placet ‘in dioie aitemblies’ here instead of in the line above; tee Leetattf, 

p . 41.1 
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tunity of running away to a town. The law was at that time so 
indulgent to the inhabitants of towns, and so desirous of diminish^ 
ing the authority of the lords over those of the country, that if he 
could conceal himself there from the pursuit of his lord for a year, 
he was free for cver.^ Whatever stock, therefore, accumulated in 
the hands of the industrious part of the inhabitants of the country, 
naturally took refuge in cities, as the only sanctuaries in which it 
could be secure to the person that acquired it. 

Cities on the sea- inliabitants of a city, it is true, must always 

ultimately derive their subsistence, and the whole 
materials and means of their industry, from the 
country. But those of a dty, situated near either the 
sea-coast or the banks of a navigable river, are not 
necessarily confined to derive them from the country in their neigh- 
bourhood. They have a much wider range, and may draw them 
from the most remote comers of the world, either in exchange for 
the manufactured produce of their own industry, or by performing 
die office of carriers between distant countries, and exchanging the 
produce of one for that of another. A city might in tins manner 
grow up to great wealth and splendor, while not only the country 
in its neighbourhood, but all those to which it traded, were in 
poverty and wretchedness. Each of those countries, perhaps, taken 
singly, could afford it but a small part, cither of its subsistence, or 
of its employment; but all of them taken together could afford it 
both a great subsistence and a great employment. There were, how- 
ever, within the narrow circle of the commerce of those times, some 
countries that were opulent and industrious. Such was the Greek 
empire as long as it subsisted, and that of the Saracens during die 
reigns of the Abassidcs. Such too was Egypt till it was conquered 
by the Turks, some part of the coast of Barbary, and all those 
provinces of Spain which were under the government of the Moors. 

The cities of Italy ^ 

Europe which were raised by commerce to any 

considerable degree of opulence. Italy lay in the 
centre of what was at that time the improved and 
civilized part of the world. The crusades too, 
though, by the great waste of stock and destruction of inhabitants 
which icy occasioned, they must necessarily have retarded the pro- 
gress of the greater part of Europe, were extremely favourable to 

^ [Lectures^ p. 40*1 
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that of some Italian cities. The great armies which marched from 
all parts to the conquest of the Holy Land, gave extraordinary 
encouragement to the shipping of Venice, Genoa, and Pisa, some- 
times in transporting them thither, and always in supplying them 
with provisions. They were the commissaries, if one may say so, 
of those armies; and the most destructive frenay that ever befiil 
the European nations,^ was a source of opulence to those rop 


publics. 


\ 


The cities imported 
manu factures and 
luxuries from richer 
countrieSy which 
were paid for by 
rude produce. 


The inhabitants of trading cities, by importing th< 
improved manufactures and expensive luxuries ot\ 
richer countries, afforded some food to the vanity 
of the great proprietors, who eagerly purchased 
them with great quantities of the rude produce of 
their own lands. The commerce of a great part of Europe in those 
times, accordingly, consisted chiefly in the exchange of their own 
rude, for the manufactured produce of more civilized nations. Thus 
the wool of England used to be exchanged for the wines of France, 
and the fine cloths of Flanders, in the same manner as the com of* 
Poland is at this day exchanged for the wines and brandies of 
France, and for the silks and velvets of France and Italy. 

A taste for the finer and more improved manu- 
factures, was in this manner introduced by foreign 
commerce into countries where no such works 
were carried on. But when this uste became so 
general as to occasion a considerable demand, the 
merchants, in order to save the cxpcnce of carriage, naturally 
endeavoured to establish some manuacturcs of the same kind in 
their own country. Hence the origin of the first manufactures for 
distant sale that seem to have been established in the western 
provinces of Europe, after the fall of the Roman empire. 

All countries have No large country, it must be observed, ever did or 
some mamtfactures. could subsist without somc sort of manufactures 
being carried on in it; and when it is said of any such country that 
it has no manufactures, it must always be understood of the finer 
and more improved, or of such as arc fit for distant sale. In every 
large country, both the clothing and houshold furniture of the far 


Demand for such 
manufactured articles 
having become con- 
stderMoy their 
manufacture was 
established in the 
ciHes. 


* (The most signal and most durable monument of human folly that has yet appeared 
in any age or nation,* Hume, History, cd. of 1773, vol, i., p. apa; ‘this universal fiwnay/ 
ib(d*f p. 2$^, ofed. 1770, vol. i., p. 327, but in his 1st cd. Hume wrote ‘umvcnal mad- 
ness*.} 

* (Misprinted *tn* in cd. 5.] 
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greater part of the people, arc the produce of their own industry. 
This is even more umvcrsally the case in those poor countries which 
arc commonly said to have no manufactures, than in those rich ones 
that arc said to abound in them. In the latter, you will generally 
find, both in the clothes and houshold furniture of the lowest rank 
of people, a much greater proportion of foreign productions than 
in the former. 


Those manufactures which are fit for distant sale, seem to have 

been introduced into different countries in two different ways. 

Sometimes manu- Sometimes they have been introduced, in the 

facturesfor distant manner above mentioned, by the violent operation, 
sale are introauced -r r 1 1 ^ ^ 

in imitation of ^he Stocks of particular mer- 

foreign chants and undertakers, who established them in 

ma ujac ures. imitation of some foreign manufactures of the same 
kind. Such manufactures, therefore, are the offspring of foreign 
commerce, and such seem to have been the ancient manufactures 


of silks, velvets, and brocades, which flourished in Lucca, during^ 
the thirteenth century. They were banished from thence by the 
tyranny of one of Machiavel’s heroes, Castruccio Castracani. In 
1310, nine hundred families were driven out of Lucca, of whom 


thirty-one retired to Venice, and offered to introduce there the silk 
manufacture.* Their offer was accepted; many privileges were con- 
ferred upon them, and they began the manufacture with three 
hundred workmen. Such too seem to have been the manufactures 


of fine cloths that anciently flourished in Flanders, and which were 
introduced into England in the beginning of the reign of Elizabeth; 
and such are the present silk manufactures of Lyons and Spital-fields. 
Manufactures introduced in this manner are generally employed 
upon foreign materials, being* imitations of foreign manufactures. 
When the Venetian manufacture was first established, the materials 


were all brought from Sicily and the Levant. The more ancient 
manufacture of Lucca was likewise carried on with foreign materials. 
The cultivation of mulberry trees, and the breeding of silkworms, 
seem^not to have been common in the northern parts of Italy before 
the sixteenth century. Those arts were not introduced into France 


* {Bd. 1 meU ‘that were introduced into Venice in the beginning of*.) 

• Sec Sandi Utoria Civile de Vineaia, Part 2. vol. i. page 247, and 256. [Vettor 
PHn^pi a staHa civilt delltt RepubbHca di Venezia, Venice, 1755* pag« be 
^S7» ^58. This note and the three sentences in the text which the reietence covers, nom 
' They were banished’ to ‘three hundred workmen,* appear first in ed. a.] 

* lEd. X reads ‘being in’.] 

♦ lEd. I reads ‘seems*.) 
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till the reign of Charles IX. ^ The manufactures of Flandcn were 
carried on chiefly with Spanish and English wool. Spanish wool was 
the material not of the first woollen manufacture of England, but 
of the first that was fit for distant sale. More than one half the 
materials of the Lyons manufacture is at this day foreign silk; when 
it was first estabUshed, the whole or very nearly the whole was so. 
No part of the materials of the Spital-fields manufacture is ever 
hkdy to be the produce of England. The seat of such manufactures, \ 
as they arc generally introduced by the scheme and project of a few \ 
individuals, is sometimes established in a maritime city, and some- 
times in an inland town, according as their interest, judgment or 
caprice happen to determine. 

Sometimes they At Other times manufactures for distant sale grow 
“P naturally, and as it were of their own accord, by 
mm^actures, the gradual refinement of those houshold and 
coarser manufactures whidi must at all times be carried on even in 
the poorest and rudest countries. Such manufactures arc generally 
employed upon the materials which the country produces, and they 
seem frequently to have been first refined and improved in such 
inland countries as were, not indeed at a very great, but at a con- 
adcrablc distance from the sea coast, and sometimes even firom all 
water carriage. An inland country naturally fertile and easily culti- 
vated, produces a great surplus of provisions beyond what is neces- 
sary for maintaining the cultivators, and on account of the cxpcncc 
of land carriage, and inconvcnicncy of river navigarion, it may fre- 
qumdy be difficult to s<md this surplus abroad. Abundance, thcre- 
fiice, renders provisions cheap, and encourages a great number of 
workmen to setde in the neighbourhood, who find that their in- 
dostry can there procure them more of the necessaries and con- 
veedendes of life ffian in otho: places. They work up the matemis of 
manufiictiire which the land produces, and exchange their finished 
work, or what is the same tlting the price of it, for more materials 
iusd provisions. They give a new value to the surplus part of the 
rude produce, by saving the txpmcc of carrying it to dbe water 
side, or to some distant market; and they furnish the cukivaton widbi 


^ {Ed. s six linei above), *When the Venetiaii juanafactiire Eoutidied, 

lluie was 0ot a mulberry tree, nor oonieqoefidy a tilkwomu m all Losnbaedv* They 
the snaterialf firom Skily and &om the Levant, the mMwshOmt itself hetng in 
imitation of those earned on tn the Greek empire. Mohserty trees mete Ent planted in 
IfOtnbardy in die b^inning of the sixteenth century, by the encouragement of Ludo- 
vico Sforaa, Duke of Milan.*] 
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something in exchange for it that is either useful or agreeable to 
them, upon easier terms than they could have obtained it before. 
The cultivators get a better price for their surplus produce, and can 
purchase cheaper other conveniencics which they have occasion for. 
They arc thus both encouraged and enabled to increase this surplus 
produce by a further improvement and better cultivation of the 
land; and as the fertility of the land had given birth to the manu- 
facture, so the progress of the manufacture re-acts upon the land, 
and increases still further its fertility. The manufacturers first supply 
the neighbourhood, and afterwards, as their work improves and 
refines, more distant markets. For tliough neither the rude produce, 
nor even the coarse manufacture, could, without the greatest 
difficulty, support the expence of a considerable land carriage, the 
refined and improved manufacture easily may. In a small bulk it 
frequently contains the price of a great quantity of rude produce. 
A piece of fine cloth, for example, which weighs only eighty 
pounds, contains in it, the price, not only of eighty pounds wdght 
of wool, but sometimes of several thousand weight of com, the 
maintenance of the different working people, and of their imme- 
diate employers. The com, wludi could with difficulty have been 
carried abroad in its own shape, is in this manner virtually exported 
in that of the complete manufacture, and may easily be sent to the 
remotest comers of the world. In this manner have grown up 
naturally, and as it were of their own accord, the manufectures of 
Leeds, Hali&x, Sheffield, Birmingham, and Wolverhampton. Such 
manufactures arc die offspring of agriculture. In the modem history 
of Europe, their extension and improvement have generally been 
posterior to those which were the offspring of foreign commerce. 
England was noted for the manufacture of fine cloths mde of 
Spanish wool, more than a century before any of diose which ^ 
flourish in the places above mentioned were fit for foreign sale. Tne 
extension and improvement of these last could not take place but 
in consequence of the extension and improvement of agriculture, 
the last and greatest effect of foreign commerce, and of the manu- 
fwtures immcffiatcly introduced by it, and which I shaH now pro- 
ceed to explain. 



CHAPTER IV 


How the Commerce of the Towns I 
Contributed to the Improvement ^ 
of the Country 


The rise of towns 
benefited the 
country^ 


The increase and riches of commercial and manu- 
facturing towns, contributed to the improvement 
and cultivation of the countries to which they 
belonged, in three different ways. 

because they afforM ^7 affording a great and ready imrket for the 

(1) 0 ready market rude produce of the country, they gave cncourage- 

fonts produce, cultivation and further improvement. 

This benefit was not even confined to the countries in which they 
were situated, but extended more or less to all those with which 
they had any dealings. To all of them they afforded a market for 
some part dther of their rude or manufactured produce, and conse- 
quently gave some encouragement to the industry and improve- 
ment of all. Their own country, however, on account of its neigh- 
bourhood, necessarily derived die greatest benefit firom this market. 
Its rude produce being charged with less carriage, the traders could 
pay the growers a better price for it, and yet afford it as cheap to 
the consumers as that of more distant countries. * 

(2) beemise mer- Secondly, the wealth acqtdrcd by the inhabitants of 

cities was firequendy employed in purchasir^ such 
imprevedit, ■ lands as were to be sold, of which a great part 
would ffequendy be unculdvated. Merchants are Commonly 
ambitious of becoming country gendemen, and when they do, diey 
are generally the best of all improven. A merchant is accustomed 
to employ his money chiefly in profitable projects; whereas a mere 
coun^ gendenun is accustomed to employ it chiefly in expence. 
The one often sees his money go firom h^ and return to him sgain 
with a profit: die odier, when once he parts with it, very seldom 

432 
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expects to see any more of it. Those different habits naturally affect 
their temper and disposition in every sort of business. A merchant 
is commonly a bold; a country gentleman, a timid undertaker. The 
one is not afraid to lay out at once a large capital upon the improve- 
ment of his land, when he has a probable prospect of raising the 
value of it in proportion to the cxpcnce. The other, if he has any 
capital, which is not always the case, seldom ventures to employ it 
in this manner. If he improves at all, it is commonly not with a 
capital, but with what he can save out of his annual revenue. Who- 
ever has had the fortune to live in a mercantile town situated in an 
unimproved country, must have frequently observed how much 
more spirited the operations of merchants were in this way, than 
those of mere country gentlemen.^ The habits, besides, of order, 
ceconomy and attention, to which mercantile business naturally 
forms a merchant, render him much fitter to execute, with profit 
and success, any project of improvement. 

and (j) because Thirdly, and lastly, commerce and manufactures 
gradually introduced order and good government, 
introduced. and with them, the liberty and security of in- 

dividuals, among the inhabitants of the country, who had before 
lived almost in a continual state of war with their neighbours, and 
of servile dependency upon their superiors. This, though it has been 
the least observed, is by far the most important of all their effects. 
Mr. Hume* is the only writer who, so far as I know, has hitherto 
taken notice of it. 

Before foreign In a country which has neither foreign commerce, 

^ nor any of the finer manufactures, a great pro- 
introiiced great prietor, having nothing for which he can exdiangc 

lands which is 

efrttaiiias, ovcr and above the maintenance of the cultivators, 

die whole in rustic hospitality at home. If this sur^us 
produce is sufficient to maintain a hundred or a thousand men, he 
can use of it in no other way than by maintaining a hundred 
or a thousand men. He is at all timra, therefore, surrounded wMi 
a of retainers and dependants, who having no eqmvalcnt 

to give in return for their maintenance, but bting fed entimly by 
his bounty, must obey him, for the same reason that solto must 

* and ‘Of Luxury’ in PeBtieal TXsaurm, *75*. ed. of 

1773, voL iC p. 400-1 

w.n. *-<i 
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obey the prince who pays them. Before the extension of commerce 
and manufactures in Europe, the hospitahty of the rich and the great, 
from the sovereign down to the smallest baron, exceeded every 
thing which in the present times we can easily form a notion of. 
Westminster hall was the dining-room of William Rufus, and 
might frequently, perhaps, not be too large for his company. It wa/s 
reckoned a piece of magnificence in Thomas Becket, that he strowee 
the floor of his hall with clean hay or rushes in the season, in ordel^ 
that the knights and squires, who could not get scats, might not spoil 
their fine clothes when they sat down on the floor to eat thcir\ 
dinner.^ The great earl of Warwick is said to have entertained \ 
every day at his diflferent manors, thirty thousand people; and 
though the number here may have been exaggerated, it must, how- 
ever, have been very great to admit of such exaggeration.* A hos- 
pitality nearly of the same kind was exercised not many years ago 
in many different parts of the highlands of Scotland. It seems to be 
common in all nations to whom commerce and manufactures arc 
little known. I have seen, says Doctor Pocock, an Arabian chief 
dine in the streets of a town where he had come to sell his cattle, 
and invite all passengers, even common beggars, to sit down with 
him and partake of his banquet.* 

andterumisatwill ^hc occupicrs of land were in every respect as 
were just as depend^ dependent upon the great proprietor as his retainers. 
ent as retainers. not in a State of villan- 

age, were tenants at will, who paid a rent in no respect equivalent 
to the subsistence which the land afforded them. A crown, half a 
crown, a sheep, a lamb, was some years ago in the highlands of 
Scotland a common rent for lands which maintained a family. In 
some places it is so at this day; nor will money at present purchase 
a greater quantity of commodities there than in other plac^. In a 
country where the surplus produce of a largcf estate must be con-- 
sumed upon the estate itself, it will frequently be more convenient 

^ (Bvitedy fiom Husoe, History, ed. cd* 1771, vol. L, p. 384.] 

* [*No less dian 30,000 persons are said to have daily lived at his board in the dai&rent 
manors and caides which he possessed in £n^and.*-^ume, History, ed. of 1773* vol. 
iii, p. tSa. in Leaum, p. 41, it had been '40,000 people, beiidei tenants*.] 

* ['An Arab prince win oto dine in the strek, btforehis door, and call to aU that pass, 
even beggars, in the usual expression, Bismillah, that is. In the name of God; who come 
and sit ^wn, and whm they have done, give their Hamdelltlah, (hat is, God be prsdsed. 
For tibe Arabs are great lev^ers, put everybody on a footing wilh them; and it is by 
sndh gcaetonty and ho^nlality dvkt they nsaintam tfamr mtereic.*— Bidiard Focodee, 
Desaiption of Ae East, 1743, vol i., p. 183.] 
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for the proprietor, that part of it be consumed at a distance from 
his own house, providai they who consume it arc as dependent 
upon him as either his retainers or his menial servants. He is thereby 
saved from the embarrassment of either too large a company or too 
large a &mily. A tenant at will, who possesses land sufiSdent to 
maintain his family for little more than a quit-rent, is as dependent 
upon the proprietor as any ser\’ant or retainer whatever, and must 
obey him with as little reserve. Such a proprietor, as he feeds his 
servants and retainers at his own house, so he feeds his tenants at 
their houses. The subsistence of both is derived from his boimty, 
and its continuance depends upon his good pleasure. 

Tite power of the Upon the authority which the great proprietors 
ancient barons was necessarily had in such a state of things over their 
founded on this. tenants and retainers, was founded the power of the 
ancient barons. They necessarily became the judges in peace, and 
the leaders in war, of all who dwelt upon then estates. They could 
maintain order and execute the law within their respective demesnes, 
because each of them could there turn the whole force of all the 
inhabitants against the injustice of any one. No other person had 
sufficient authority to do this. The khig in particular had not. In 
those ancient times he was little more than ihe greatest proprietor 
in his dominions, to whom, for the sake of common defence 
against their common enemies, the other great proprietors paid cer- 
tain respects. To have oiforced payment of a small debt within the 
lands of a great proprietor, where all the inhabitants were armed 
and accustomed to stand by one another, would have cost the king, 
had he attempted it by his own authority, almost the same effort 
as to exdnguish a civil war. He was, therefore, obliged to abandon 
the administration of justice through the greater part of the country, 
to those who were capable of administering it; and for the same 
reason to leave the command of the country militia to diosc whom 
that nulitia would obey. 

h U..C . .. f ri. . , I. It is a mistake to imagine that those territorial 
of jurisdictions took their origin from the tcudai ia.w. 
tiiefmiat law. jjjg lygl^cst jurisdictions both civil and 

rjimin{»l, but the powcT of levying troops, of coining mon^, and 
even that of makii^ bye-laws for the government of dieir owm 
people, were all rights possessed allodially by the great proprietors 
of la^ several centuries before even foe name o£ ffic feudal law was 
known id Europe. The authority and jurisdiction of ihc Saxon lotds 
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in England, appear^ to have been as great before the conquest, as that 
of any of the Norman lords after it. But the feudal law is not sup- 
posed to have become the common law of England till after the 
conquest.* That the most extensive authority and jurisdictions were 
possessed by the great lords in France allodially, long before the 
feudal law was introduced into that country, is a matter of fact that 
admits of no doubt. That authority and those jurisdictions jail 
necessarily flowed from the state of property and manners just niw 
described. Without remounting to the remote antiquities of eitl^r 
the French or English monarchies, we may find in much later times 
many proofs that such eflfccts must always flow from such cause!^. 
It is not thirty years ago since Mr. Cameron of Lochiel, a gentleman 
of Lochabar in Scotland, without any legal warrant whatever, not 
being what was then called a lord of regahty, nor even a tenant in 
chief, but a vassal of the duke of Argyle, and without being so much 
as a justice of peace, used, notwithstanding, to exercise the highest 
criminal jurisdiction over his own people. He is said to have done 
so with great equity, though without any of the formalities of jus-* 
tice; and it is not improbable that the state of that part of the coun- 
try at that time made it necessary for him to assume this authority 
in order to maintain the public peace. That gentleman, whose rent 
never exceeded five hundred pounds a year, carried, in 1745, eight 
hundred of his own people into the rebellion with him.* 

It was moderated The introduction of the feudal law, so far from 
by the feudal law, cxtendii^, may be regarded as an attempt to 
moderate the authority of the great allodial lords.^ It established a 
regular subordination, accompanied with a long train of services 
and duties, from the king down to the smallest proprietor. During 
the minority of the proprietor, the rent, together with the manage- 
ment of his lands, fell into the hands of his immediate superior, and, 
consequently, those of all great proprietors into the han^ of the 
king, who was charged with the maintenance and education of the 
pupil, and who, from his authority as guardian, was supposed to 
have a right of disposing of him in marriage, provided it was in a 
manna: not unsuitable to his rank. But though this institution 
necessarily tended to strengthen die authority of die king, and to 

^ [Eds. I and a read *^pear8*.] • {Hisme, HUtory^ cd. of 1773, vol. i., p, 114. J 

* pThe Higidandsed’ Scotland haw long bem entitled by law to tvieryprivdeg^ 
Ptitidisuljects; butif waanot till wry iatd^ tiiat tiie common people could in &ct 
et^oy tbompriviIeges.--^Hunie, HUtory, ed. of 1773, vol. i, p. 214. Cp. Lerntm, p. Xi6.] 
^(te<ft<ref,pp. 38 , 39*1 
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weaken that of the great proprietors, it could not do cither suffi- 
ciently for ♦establishing order and good government among the 
inhabitants of the country; because it could not alter sufficiently that 
state of property and manners from which the disorders arose. The 
authority of government still continued to be, as before, too weak 
in the head and too strong in the inferior members, and the exces- 
sive strength of the inferior members was the cause of the weakness 
of the head. After the institution of feudal subordination, the king 
was as incapable of restraining the violence of die great lords as 
before. They still continued to make war according to their own 
discretion, almost continually upon one another, and very frequently 
upon the king; and the open country still continued to be a scene 
of violence, rapine, and disorder. 

and undermined by But what all the violence of die feudal institutions 
foreign commerce, could ncvcr have effected, die silent and insensible 
operation of foreign commerce and manufactures gradually brought 
about. These gradually furnished the great propricton widi some- 
thing for which they could exchange the whole surplus produce of 
their lands, and which they could consume themselves without 
sharing it cither with tenants or retainen. All for ourselves, and 
nothing for other people, seems, in every age of the world, to have 
been the vile maxim of the masters of mankind. As soon, therefore, 
as they could find a method of consuming the whole value of their 
rents themselves, they had no disposition to share them with any other 
persons. For a pair of diamond buckles perhaps, or for something 
as frivolous and useless, they exchanged the maintenance, or what is 
the same thing, the price of the maintenance of a thousand men for a 
year, and with it the whole weight and authority which it could give 
them. The buckles, however, were to be all their own, and no other 
human creature was to have any share of them; whereas in the more 
ancient method of cxpence they must have shared with at least a 
thousand people. With the judges thatwercto determine the prefer- 
ence, this difference was perfectly decisive; and thus, for the gratifio- 
ation of the most childish, the meanest and the most sordid of all 
vanities, they gradually bartered their whole power and authority.^ 
AiprtsmtaHckman In a country whore there is no foreign commierce, 
mainttiins in ail as ^ finer manufactures, a man of ten 

thousand a year caimot well employ hss tevmue 
he emorihi^ only a other way than in maintaining, perhaps, a 

^ IHutaab Mstotyt ed. of 1773, P* 4O0; vol, v., p. 4S8.} 
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small portion of the thousand families, who are all of them necessarily 
person, at his command. In the present state of Europe, a 

man of ten thousand a year can spend his whole revenue^ and he 
generally does so, without directly maintaining twenty people, or 
being able to command more than ten footmen not worth the 
commanding. Indirectly, perhaps, he maintains as great or even a 
greater number of people than he could have done by the ancient 
method of expence. For though the quantity of precious produc- 
tions for which he exchanges his whole revenue be very small, the 
number of workmen employed in collecting and preparing it, musr 
necessarily have been very great. Its great price generally arises from'^ 
the wages of dieir labour, and the profits of all their immediate ' 
employers. By paying that price he indirectly pays all those wages 
and profits, and thus indirectly contributes to the maintenance of 
all the workmen and their employers. He generally contributes, 
however, but a very small proportion to that of each, to very few 
perhaps a tenth, to many not a hundredth, and to some not a 
thousandth, nor even a ten thousandth part of their whole annual 
maintenance. Though he contributes, therefore, to the mainten- 
ance of them all, they arc all more or less independent of him, 
because generally they can aU be maintained without him. 

When the great proprietors of land spend their rents in maintain- 
ing their tenants and retainers, each of them maintains entirely all 
his own tenants and all his own retainers. But when they spend 
them in maintaining tradesmen and artificers, they may, all of them 
taken together, perhaps, maintain as great, or, on account of the 
waste which attends rustic hospitality, a greater number of people 
than before. Each of them, however, taken singly, contributes often 
but a very small share to the maintenance of any individual of this 
greater number. Each tradesman or artificer derives his sul^istence 
fiom the employment, not of one, but of a hundred or a thousand 
different customers. Though in some measure obliged to them aU, 
therefore, he is not absolutely dependent upon any one of them. 

To meet thek new The personal expence of die great proprietors hav- 

expenmikegref Iqo; in this manner gradually increased, it was im- 
propfktors dismissed ^ .itt i i rt- • itj 

thek retail and possible that the number of their retainers should 

their mn^sary 35 gradually diminish, rill they were at last 

gave the remaitikig dismissed altogether. The same cause gradually led 

mam kng leases, djcrtaL to dismiss die unnecessary part of their tenants, 

Farms were enlarged, and the occupiers of land, notwidistanding 
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the complaints of depopulation, reduced to the number necessary 
for cultivating it, accoring to the imperfect state of cultivation and 
improvement in those times. By the removal of the unnecessary 
mouths, and by exacting from the farmer the full value of the farm, 
a greater surplus, or what is the same thing, the price of a greater 
surplus, was obtained for the proprietor, which the merchants and 
manufacturers soon furnished him with a method of spending upon 
his own person in the same manner as he had done the rest. The 
same cause continuing to operate, he was desirous to raise his rents 
above what his lands, in the actual state of their improvement, could 
afford. His tenants could agree to this upon one condition only, that 
they should be secured in their possession, for such a term of years . 
as might give them time to recover with profit whatever they should 
lay out in the further improvement of the land. The expensive 
vanity of the landlord made him willing to accept of this condition ; 
and hence the origin of long leases. 

thus making them Even a tenant at wUl, who pays the full value of the 
independent altogether dependent upon the landlord. 

The pecuniary advantages which they receive from one another, 
are mutual and equal, and such a tenant will expose neither his life 
nor his fortune in the service of the proprietor. But if he has a lease 
for a long term of years, he is altogether independent; and his 
landlord must not expect from him even the most trifling service 
beyond what is cither expressly stipulated in the lease, or imposed 
upon him by the common and known law of the country. 

The great pro- tenants having in this manner become inde- 

pnetors thus became pendent, and the retainers being dismissed, the 
insignificant proprietors were no longer capable of inter- 

rupting the regular execution of justice, or of disturbing the peace 
of the country. Having sold their birth-right, not like Esau for a 
mess of pottage in time of hunger and necessity, but in the 
wantonness of plenty, for trinkets and baubles, fitter to be the play- 
things of children than the serious pursuits of men, they became as 
insignificant as any substantial burgher or tradesman in a dty. A 
regular government was establi^ed in the country as well as in the 
city, nobody having sufficient power to disturb its operations in the 
one, any more than in the other, 

„ . It docs not, perhaps, relate to the present subject, 

i» but I cannot hdp remarking it, that very old femi- 

counifks, as have possessed some consid^Ue 
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estate from father to son for many successive generations, are very 
rare in commercial countries. In countries which have litdc com- 
merce, on the contrary, such as Wales or the highlands of Scotland, 
they arc very common. The Arabian histories seem to be aU full of 
genealogies, and there is a history written by a Tartar Khan, which 
has been translated into several European languages, and which 
contains scarce any thing clsc;^ a proof that ancient families are very 
common among those nations, hi countries where a rich man cpi 
spend his revenue in no other way than by maintaining as many 
people as it can maintain, he is not apt to run out, and his benev^ 
lence it seems is seldom so violent as to attempt to maintain moi^ 
than he can afford. But where he can spend the greatest revenue 
upon his own person, he frequently has no bounds to his expence, 
because he frequently has no bounds to liis vanity, or to his affec- 
tion for his own person. In commercial countries, therefore, riches, 
in spite of the most violent regulations of law to prevent their dissi- 
pation, very seldom remain long in the same family. Among simple 
nations, on the contrary, they frequently do without any regula-t 
tions of law; for among nations of shepherds, such as the Tartars 
and Arabs, the consumable nature of their property necessarily 
renders all such regulations impossible. 

ArtpoluHonwas ^ revolution of the greatest importance to the 
thus insensibly public happiness, was in this manner brought about 
brought about, different orders of people, who had not the 

least intention to serve the public. To gratify the most childish 
vanity was the sole motive of the great proprietors. The merchants 
and artificers, much less ridiculous, acted merely from a view to 
their own interest, and in pursuit of their own pedlar principle of 
turning a penny wherever a penny was to be got. Neither of them 
had cither knowledge or foresight of that great revolution which the 
folly of the one, and the industry of the other, was gradually 
bringing about. 


and commerce and 
mamfactures 
became the cause of 
theimproptmerUof 
dte coufOry* 


It is thus that through the greater part of Europe 
die commerce and manufactures of cities, instead of 
being the eilect, have been the cause and occasion 
of the improvement and cultivation of the country. 


* [Histokeginialogiquedes Tatars traduite du manuscript Tartare D*Abutgasi--Bayadur- 
chan it enridUe d*un grand nombre de remarques authentiques et iris curieuses sur it vdriMe 
estat present de VAsie^ septentrionale opec tes cartes ^ogyapHepm nkessdres, m D., Ley- 
4 eti, 1726. Hie pxeBice says some Swedish officers imprisoned in Siberia had it trans- 
lated into Russian and then tettandated it ihemsdivei into vsdom other languages.] 
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This orda of things This Order, however, beii^ contrary to die natural 

“ necessarily both slow and un- 
with the natural Certain. Compare the slow progress of those 
Tlw^b^helapid coimtrics of which the wealth <lepcnds 

progress of the North very much Upon their commerce and manufactures, 
American colonies, advances of out North American 

colonies, of which the wealth is founded altogether in agriculture. 
Through the greater part of Europe, the number of inhabitants is 
not supposed to double in less than five hundred years. In several 
of our North American colonics, it is found to double in twenty 
or fivc-and-twenty years. ^ In Europe the law of primogeniture, and 
perpetuities of different kinds, prevent the division of great estates, 
and thereby hinder the multiplication of small proprietors. A small 
proprietor, however, who knows every part of his little territory, 
who* views it all with* the affection which property, especially 
small property, naturally inspires, and who upon that account takes 
pleasure not only in cultivating but in adorning it, is generally of 
all improvers the most industrious, the most mtclligent, and the most 
successful.^ The same regulations, besides, keep so much land out of 
the market, that there are always more capitaJs to buy than there is 
land to sell, so that what is sold always sells at a monopoly price. 
The rent never pays the interest of the purchase-money, and is 
besides burdened with repairs and other occasional charges, to 
which the interest of money is not liable. To purchase land is every- 
where in Europe a most unprofitable employment of a small 
capital For the sake of the superior security, indeed, a man of 
moderate circumstances, when he retires from business, will some- 
times chuse to lay out his little capital in land. A man of profession 
too, whose revenue is derived from another source, often loves to 
secure his savings in the same way. But a young man, who, instead 
of applying to trade or to some profession, should employ a capital 
of two or three thousand pounds in the purchase and cultivation of 
a small piece of land, might indeed expect to live very happily, and 
very independently, but must bid adieu, for ever, to all hope of 
either great fortune or great illustration, which by a different em- 
ployment of his stock he might have had the same chance of 
acquiriitg with other people. Such a person too, though he cannot 

' [Above, p. 79, note.] • [Ed. 5 omits ‘who’ by a 

* [Eds. read ‘with all,* doubtles* a comi{>don.l 

*|Cp.ab^|>.4lX.] 
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aspire at being a proprietor, will often disdain to be a farmer* The 
small quantity of land, therefore, which is brought to market, and 
the high price of what is brought thither,^ prevents a great number 
of capitals from being employed in its cultivation and improvement 
which would otherwise have taken that direction. In North 
America, on the contrary, fifty or sixty pounds is often found a 
sufficient stock to begin a plantation with. The purchase and im-| 
provement of uncultivated land, is there the most profitabla 
employment of the smallest as well as of the greatest capitals, and\ 
the most direct road to all the fortune and illustration which can be i 
acquired in that country. Such land, indeed, is in North America to 
be had almost for nothing, or at a price much below the value of 
the natural produce; a thing impossible in Europe, or, indeed, in 
any country where all lands have long been private property. If 
landed estates, however, were divided equally among all the chil- 
dren, upon the death of any proprietor who left a numerous family, 
the estate would generally be sold. So much land would come to 
market, that it could no longer sell at a monopoly price. The free 
rent of the land would go nearer to pay the interest of the purchase- 
money, and a small capital might be employed in purchasing land 
as profitably as in any other way. 

and the shw pro- England, on account of the natural fertility of the 

gress of England in extent of the* sea-coast in propor- 

agnculture tn spue , i^/-i it iri 

of favours accorded tion to that oi the whole country, and or the many 

navigable rivers which run through it, and afford 
the conveniency of water carriage to some of the most inland parts 
of it, is perhaps as well fitted by nature as any large country in 
Europe, to be the scat of foreign commerce, of manufactures for 
distant sale, and of all the improvements which these can occasion. 
From the beginning of the reign of Elizabeth too, the English 
legislature has been peculiarly attentive to the interests of commerce 
and manufactures, and in reality there is no country in Europe, 
Holland itself not excepted, of which the law is, upon the whole, 
more favourable to this sort of industry. Commerce and manufac- 
tures have accordingly been continually advancing during all this 
period. The cultivation and improvement of the country has, no 
doubt, bear gradually advancing too: But it seems to have followed 
slowly, and at a distance, the more rapid progress of commerce and 
mani&cturcs. The greater part of the country must probably have 
» |Bd. X doc* not contain ‘thither*.] » [Ed. i doci not contain ‘dic’.J 
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Dccntuttcultivated before tic reign, of Elizabeth; andavety great part 
of it still remains uncultivated, and the cultivation of the fcr greater 
part, much inferior to what it might be. The law of England, 
however, favoun agriculture not only indirectly by the'prOtcction 
of commerce, but by several direct encouragements. Except in times 
of scarcity, the exportation of com is not only free, but encouraged 
by a bounty. In times of moderate plenty, the importation of foreign 
com is loaded with duties that amount to a prohibition. The 
importation of live cattle, except from Ireland, is prohibited at all 
times, ^ and it is but of late that it was permitted from thence.* 
Those who cultivate the land, therefore, have a monopoly against 
their countrymen for the two greatest and most important articles 
of land produce, bread and butcher’s meat. These encouragements, 
though at bottom, perhaps, as I shall endeavour to show hereafter,* 
altogether illusory, sufficiently demonstrate at least the good inten- 
tion of the legislature to favour agriculture. But what is of much 
more importance than all of them, the yeomanry of England are 
rendered as secure, as independent, and as respectable as law can 
make them. No country, therefore, in which the right of primo- 
geniture takes place, which pays tithes, and where perpetuities, 
though contrary to the spirit of the law, are admitted in some cases, 
can give more encouragement to agriculture than England. Such, 
however, notwithstanding, is the state of its cultivation. What 
would it have been, had the law given no direct encouragement to 
agriculture besides what arises indirectly from the progress of 
commerce, and had left the yeomanry in the same condition as in 
most other countries of Europe? It is now more tiban two hundred 
yean since the beginning of the reign of Elizabeth, a period as long 
as the course of human prosperity usually endures. 
and the still slower France seems to have had a considerable share of 
progress of France, foreign commerce near a century before England 
was distinguished as a conuncrcial country. The marine of France 
was considerable, according to the notions of die times, before the 
expedition of Charles the Vlllth to Naples.* The cultivation and 

* [iS Car. IL, c. a.] 

* [32 Geo. II., c. XI, %i;s Oeo. HI., c. xo; xa Geo. III., c. a.] 

> {Below, pp. 480-484* ^ vol. ii., pp, 29 5^-1 

* It seems likely that Charles VIII. is here (though not on the next page) confused 
with Charles of Anjou, brother of St. Louis. At any rate H^ult (who is quotedhelow, 
p. laa) says: *Notre marine aussitdt d^truite que ce^ sous Philippe Auguste, s* 4 tait 
bsen r^tablie sous S. Louis si, comme Ic dit un historien, ce prince embarqua sobcante^ 
millehonxsnes^ Aigu^xnortes ... quant i k premihre exp^ldMc^ JoinviOe db 
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improvement of France, however, is, upon the whole, inferior to 
that of England. The law of the country has never givet> the same 
direct encouragement to agriculture. 

Spain and Partugal The foreign commerce of Spain and Portugal to 
the other parts of Europe, though chiefly carried on in foreign 
ships, is very considerable. That to their colonies is carried on in 
their own, and is much greater, on account of the great riches andj 
extent of those colonies. But it has never introduced any consider-l 
able manufactures for distant sale into either of those countries, and i 
the greater part of both still remains uncultivated. The foreign 
commerce of Portugal is of older standing than that of any great 
country in Europe, except Italy. 

Italy alone was ^ country of Europe which 

improv^ throughout seems to have been cultivated and improved in 
every part, by means of foreign commerce and 
manufactures. manufactures for distant sale. Before the invasion of 
Charles the Vlllth, Italy, according to Guicciardin,^ 
was cultivated not less in the most mountainous and barren parts of 
the country, than in the plainest and most fertile. The advan- 
tageous situation of the country, and the great number of indepen- 
dent states which at that time subsisted in it, probably contributed 
not a litdc to this general cultivation. It is not impossible too, not- 
withstanding this general expression of one of the most judicious 
and reserved of modem historians, that Italy was not at that time 
better cultivated than England is at present. 

The national capital The capital, however, that is acquired to any coun- 
^ ^7 commerce and manufactures, is all a very 


mercet 


tmesis an uncertain precarious and uncertain possession, till some part 
reined h tlw sccured and realized in the cultivation 

improvement of Umd. and improvement of its lands. A merchant, it has 
been said very properly, is not necessarily the dtizen of any particu- 
lar country. It is in a great measure indiflferent to him from what 
place he carries on his trade ; and a very trifling disgust will make him 

de Chypze pour la conquto de Damiene, ily avait dsx 4 niit cents vaisseatix taut 
grands que pedts. S. Louis avait aussi mis en mer une flotte comid^ble pour d^^dre 
les cbtts de Poitou contre la flotte de Henri HI., et son frire Charles d* Anjou en avait 
une de quatre-vingts voiles, composde de gaidres et de vaiaseauat, lors de son ocpdditioii 
de Naples.’— Ahri^ ehronohgigue de rhistoire de Prmue^ 1768, tom. i., p. aoi, 
An. 1299. This puts the Frendimamieaoo years earlier .1 
^ [l^dh^nd^tommsonmaapaceetraiiquiliidi, ccutivata non memo tie^ iuoghi 
tddt moutuosi, e pit steriH, dbe ii41e piaoure, e redout sue ptit fi^rdli, nh soj^pem ad 
ahsro Impetio, cue dk* luoi medeshm, am solo era abbonaantlssima d* atdtatori, e di 
-'-^■^•-^--dtiicdardim JMla htoHa d* Ittdia, Venice, 1738, vol L, p. a.} 
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remove his capital, and together with it all the industry which it 
supports,.from one country to another. No part of it can be said to 
belong to any particular country, till it has been spread as it were 
over the face of that country, either in buildings, or in the lasting 
improvement of lands. No vestige now remains of the great wealth, 
said to have been possessed by the greater part of the Hans towns, 
except in the obscure histories of the thirteenth and fourteenth 
centuries. It is even uncertain where some of them were situated, or 
to what towns in Europe the Latin names given to some of them 
belong. But though the misfortunes of Italy in the end of the fifteenth 
and beginning of the sixteenth centuries greatly diminished the 
commerce and manufactures of the cities of Lombardy and Tus- 
cany, those countries still continue to be among the most populous 
and best cultivated in Europe. The civil wars of Flanders, and the 
Spanish government which succeeded them, chased away the great 
commerce of Antwerp, Ghent, and Bruges. But Flanders still con- 
tinues to be one of the richest, best cultivated, and most populous 
provinces of Europe. The ordinary revolutions of war and govern- 
ment easily dry up the sources of that wealth which arises from 
commerce only. That which arises from the more solid improve- 
ments of agriculture, is much more durable, and cannot be destroyed 
butbythose more violent convulsions occasioned by the depredations 
of hostile and barbarous nations continued for a century or two 
together; such as those that happened for some time before and after 
the fall of the Roman empire in the western provinces of Europe. 




BOOK IV 


Of Systems of Political (Economy 




Introduction 


Thefirst object of Political ceconomy, comidered as a branch of the 

science of a statesman or legislator, proposes two 
enceforthepeopk. distinct objects: first, to provide a plentiful revenue 
or subsistence for the people, or more properly to enable them to 
provide such a revenue or subsistence for themselves; and secondly, 
to supply the state or commonwealth with a revenue sufficient for 
the public services. It proposes to enrich both the people and the 
sovereign.^ 

Two different The different progress of opulence in different !^es 
nations, has given occasion to two di&rait 
be explained. systems of poUtical (Economy, with regard to 
enriching the people. The one may be called the system of com- 
merce, the other that of agriculture. I shall endeavour to explain 
both as fully and distinctly as 1 can, and shall begin with the system 
of commerce. It is the modem system, and is best understood in our 
own coimtry and in our own times. 

' [For other definitions of the purpose or nature of political economy see the index* 
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CHAPTBR I 


Of the Principle of the Commercial 
or Mercantile System 


iVealih and money That wealth consists in money, or in gold and silver, 
is a popular notion which naturally arises from the 
synonymous. double function of money, as the instrument of 
commerce, and as the measure of value. In consequence of its being 
the instrument of commerce, when we have money we can more 
readily obtain whatever else we have occasion for, than by means of 
any other commodity. The great affair, we always find, is to get 
money. When that is obtained, there is no difficulty in making any 
subsequent purchase. In consequence of its being the measure of 
value, we estimate that of all other commodities by the quantity of 
money which they will exchange for. We say of a rich man that he 
is worth a great deal, and of a poor man that he is worth very Httle 
money. A frugal man, or a man eager to be rich, is said to love 
money; and a careless, a generous, or a profuse man, is said to be 
indifferent about it. To grow rich is to get money; and wealth and 
money, in short, arc, in common language, considered as in every 
respect synonymous. 

Similarly the A rich country, in the same manner as a rich man, 
iScSd “ supposed to be a country abounding in money; 
of cattle. and to heap up gold and silver in any country is 

supposed to be the readiest way to enrich it. For some time after the 
discovery of America, the first enquiry of the Spaniards, when they 
arrived upon any unknown coast, used to be, if there was any gold 
or silver to be found in the neighbourhood? By the information 
which they received, they judged whether it was worth while to 
make a set^ment there, or if the country was worth the conquering. 
Plano Carpino, a numk sent ambassador fi:om the king of France to 
one of the sons of the famous Gengis Khan, says that the Tartars 
used frequently to ask him, if there was plenty of shop and oxen in 
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the kingdom of France?^ Their enquiry had the same object with 
that of the Spaniards. They wanted to know if the country was rich 
enough to be worth the conquering. Among die Tartars, as amoi^ 
all other nations of shepherds, who are generally ignorant of the use 
of money, cattle are the instruments of commerce and the measures 
of value. Wealth, therefore, according to them, consisted in catde, 
as according to the Spaniards it consisted in gold and silver. Of the 
two, the Tartar notion, perhaps, was the nearest to the truth. 


Locke thought gold 
and silver the most 
substantial part of 
the wealth of a 


Mr. Locke remarks a distinction between money 
and other moveable goods. All other moveable 
goods, he says, are of so consumable a nature that 


nation. 


the wealth which consists in them cannot be much 


depended on, and a nation which abounds in them one year may, 
without any exportation, but merely by their own waste and extrav- 
agance, be in great want of them the next. Money, on the contrary, 
is a steady friend, which, though it may travel about from hand to 
hand, yet if it can be kept from going out of the country, is not very 
liable to be wasted and consumed. Gold and silver, therefore, are. 


accordii^ to him, the most solid and substantial part of the move- 
able wealth of a nation, and to multiply those metals ought, he 
thinks, upon that account, to be the great object of its poUtical 
oeconomy.* 


Others say that it is Others admit that if a nation could be separated 
necessary to have from all the world, it would be of no consequence 
to maintain fleets HOW much, or how httlc money arculated m it 
and amUes abroad. Tfig consumable goods which were circulated by 
means of this money, would only be exchanged for a greater or a 
smaller number of pieces; but the real wealth or poverty of the 
country, they allow, would depend altogether upon the abundance 
or scarcity of those consumable goods. But it is otherwise, they 
think, wi^ countries which have connections with foreign nations. 


^ [There seems to be a confusion between Plano-Carpini, a Franciscan sent as legate 
by Pope Innocent IV. in 1246, and Guillaume de Rubruquis, another Franciscan sent 
as ambassador by Louis IX. in 1253. As is pointed out by Rogers in a note on this 
passage, the inference appears to be to Rubruquis, Voyage en Tartarie et 4 la Chines chap, 
xxxiii. great Khan’s secretaries, Rubruqms states, on one occasion di^yed 
curiosity about France: *s*enqufent s’il y avait force boeufs, moutons, et chmux, 
comme s'ils eussent d^ 3 i ^t6 tous prfits d’y venir et emmener tout’. Plano^Iarpini and 
Rul^uquis arc both in Bergeron’s Voyages faits principalement en Asie dans les aeiL, sHiL, 
xiv, et XV, siiclest La Haye, 173 5 -] 

* [there is very little foundation for any part of this paragraph. It ma^haps originated 
in an inaccurate recollection of pp. 17, 18 and 77''79 of Some CensimroHom {t 6 ^ ©d^), 
^ SS 4 < 5 -“So of Civil Government. It was probably transferred bodily firotn the Leetures 
without verification. See Lectures^ p. 198*] 
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and which are obliged to carry on foreign wars, and to maintain 
fleets and armies in distant countries. This, they say, cannot be done, 
but by sending abroad money to pay them with; and a nation can- 
not send much money abroad, unless it has a good deal at home. 
Every such nation, therefore, must endeavour in rime of peace to 
accumulate gold and silver, that, when occasion requires, it may have 
wherewithal to carry on foreign wars. 

So all European In conscqucncc of these popular notions, all the 
<lifferent nations of Europe have studied, though 
silver. to litde purpose, every possible means of accumu 4 

lating gold and silver in their respective countries. Spain and\ 
Portugal, the proprietors of the principal mines which supply 
Europe with those metals, have cither prohibited their exportation 
At first by a under the severest penalties, or subjected it to a 

prohibitimof considerable duty.^ The like proldbition seems 
exportation, anciently to have made a part of the pohey of most 
other European nations. It is even to be foimd, where we should 
least of all expect^ to find it, in some old Scotch acts of parliament, 
which forbid under heavy penalties the carrying gold or silver 
forth of the kingdom.’^ The like policy anciently took place both in 
France and Et^land. 

but merchants found When those countries became commercial, the 
this inconvenient, merchants found this prohibition, upon many 
occasions, extremely inconvenient. They cotdd firequendy buy more 
advantageously with gold and silver than with any other com- 
modity, the fore^ goods which dicy wanted, either to import 
into their own, or to carry to some odiet foreign country. They remr 
onstrated, therefore, against this prohibition as hurtful to trade. 

Hter^ore argued They represented, fint, that the exportadon of gold 
thatmeportatiott^ and silver in order to purchase foreign goods, did 
(hestodkinthe not always diminish the quantity of those metals 
in die kii^dom. That, on the contrary, it might 
firequendy increase that quantity/ because, if the consumption of 
foreigpoi goods was not thereby inaeased in the country, those gooth 
might ^ re-exported to foreign countties, and, being there sold 
for a large profit, might bring l»ck much more treasure than was 


* {See bdow, voL ii., p. I7i note.] 

’ [Sd. I locb ‘nqiect least of all*.] 

* fIBe words ‘fbrtbofdie realm’ occur ia (January) 1487, c. ii. Other acts ate 14J& 
0. ij; ust, c. 15: 148a, c. 8.] 

* [Bd, 1 reads ‘increase it’.-l 
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originally sent out to purchase them. Mr. Mun compares this opera- 
tion of foreign trade to the seed-time and harvest of agriculture. 

If we only behold [says he] the actions of the husbandman in 
the seed-time, when he casteth away much good com into the 
ground, we shall account him rather a madman than a husband- 
man. But when we consider his labours in the harvest, which is 
the end of his endeavours, we shall find the worth and plentiful 
increase of his actions.^ 

and that the metals They represented, secondly, that this prohibition 

to coidd not hinder the exportation of gold and silver, 
the balance of trade, which, on account of the smallness of their bulk in 
proportion to their value, could easily be smuggled abroad.® That 
this exportation could only be prevented by a proper attention to, 
what Aey called, the balmce of trade.® That when the country 
exported to a greater value than it imported, a balance became due 
to it from foreign nations, which was necessarily paid to it in gold 
and silver, and thereby increased the quantity of those metals in the 
kingdom. But that when it imported to a greater value than it 
exported, a contrary balance became due to foreign nations, which 
was necessarily paid to them in the same manner, and thereby 
diminished that quantity. That in this case to prohibit the exporta- 
tion of those metals could not prevent it, but only by making it 
more dangerous, render it more expensive. That the exchange was 
thereby turned more against the country which owed the balance, 
than it otherwise might have been; the merchant who purchased a 
bill upon the foreign country being obliged to pay the banker who 
sold it, not only for the natural risk, trouble and expence of sending 
the money thidier, but for the extraordinary risk arising from the 
prohibition. But that the more the exchaj^e was against any coun- 
try, the more the balance of trade became necessarily against it; the 
money of that country becoming necessarily of so much less value, 
in comparison with that of the country to which the balance was 

^ [England's Treasure by Forratgn Trade, or the Ballance of our Forraign Trade is dte EmIo 
of our Treasure, 1664, chajp. iv., ad fin., which reads, however, ‘we will rather accon^ 
him a mad man’.] 

• [Mun, BigUmd’s Trmure, chap, vi.] . , , ... , j. 

* [‘Asukk nftwH- things relating to trade there hath been discourse of ^ 
bala^ of wde; the right understanding whereof nuy be of aingdar ttse.’-^Miah 
CMd, Ntw DiKtturse 4 Trade, 1694. ^ * 5 *. 

The was used before Mun’s work was written. See Palgtave i DuHomY 

jSWwdwy, s.v. Balance of Trade, History of the theory.] 
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due. That if the exchange between England and Holland, for ocam- 
ple, was five per cent, against England it would requires hundred 
and five ounces of silver in England to purchase a bill for a hundred 
ounces of silver in Holland; that a hundred and five ounces of silver 
in England, therefore, would be worth only a hundred ounces of 
silver in Holland, and would purchase only a proportionable quan- 
tity of Dutch goods: but that a hundred ounces of silver in Hollandi 
on the contrary, would be worth a hundred and five ounces in\ 
England, and would purchase a proportionable quantity of English' 
goods: that the English goods which were sold to Holland would be 
sold so much cheaper; and the Dutch goods which were sold to 
England, so much dearer, by the difference of the exchange; that 
the one would draw so much less Dutch money to England, and the 
other so much more English money to Holland, as this difference 
amounted to: and that the balance of trade, therefore, would nec- 
essarily be so much more against England, and would require a 
greater balance of gold and silver to be exported to Holland. 

Their arguments Those arguments were partly solid and pardy 
wertpa^y sophistical. They were sohd so far as they asserted 

sophtsUcai, exportation of gold and silver in trade 

might firequendy be advantageous to the country. They were soUd 
too, in asserting that no prohibidon could prevent their exportadon, 
when private people found any advantage in exporting them. But 
they were sophisdeal in supposing, that either to preserve or to aug- 
ment die quandty of those metals required more the attendon of 
government, than to preserve or to augment the quandty of any 
odier useful commodides, which the freedom of trade, without any 
such attoidon, never £uls to supply in the proper quandty. They 
were sophisdeal too, perhaps, in asserting that the high price of 
exchange necessarily increased, what they called, the unfavourable 
balance of trade, or occasioned the exportadon of a greater quandty 
of gold and silver. That high price, indeed, was extremely disadvan- 
tageous to the merchants who had any money to pay in foreign 
countries. They paid so much dearer for the bills which their ban- 
ken granted them upon diose countries. But though the risk 
arisii^ firom the prohibidon might occasion some extraordinary 
expence to the bwkers, it would not necessarily carry any more 
money out of the country. This expence would generally be all 
laid out in the country, in smuggling the money out of it, and could 
seldom occasion the exportadon of a single six-pence beyond the 
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precise sum drawn for. The high price of exchange too would 
naturally dispose the merchants to endeavour to make their exports 
nearly balance their imports, in order that they might have this 
high exchange to pay upon as small a sum as possible. The high 
price of exchange, besides, must necessarily have operated as a tax, 
in raising the price of foreign goods, and thereby diminishing their 
consumption.^ It would tend, therefore, not to increase, but to 
diminish, what they called, the unfavourable balance of trade, and 
consequently the exportation of gold and silver. 
but they convinced were, however, those arguments con- 

parliaments and vinced the people to whom they were addressed. 

” * They were addressed by merchants to parliaments, 

and to the councils of princes, to nobles, and to country gentlemen; 
by those who were supposed to understand trade, to those who were 
conscious to themselves that they knew nothing about the matter. 
That foreign trade enriched the coimtry, experience demonstrated 
to the nobles and country gentlemen, as well as to the merchants; 
but how, or in what manner, none of them well knew. The mer- 
chants knew perfectly in what manner it enriched themselves. It was 
thdr business to know it. But to know in what manner it enriched 
the country, was no part of their business. This subject never came 
into their consideration, but when they had occasion to apply to 
their country for some change in the laws relating to foreign trade. 
It then became necessary to say something about the beneficial 
effects of foreign trade, and the manner in which those efiects were 
obstructed by the laws as they then stood. To the judges who were 
to decide the business, it appeared a most satisfactory account of the 
matter, when they were told that foreign trade brought money into 
the country, but that the laws in question hindered it from bringing 
The exportation of so much as it Otherwise would do. Those arguments 
'^Mfmwas^- therefore produced the wished-for effect. The pro- 
mitted by France and hibition of exporting gold and silver was in France 
England confined to the coin of those respec- 
coin by Holland. tivc countries. The exportation of foreign coin 

and of bullion was made free. In Holland, and in some other places, 
this liberty was extended even to the coin of the country. The atten- 
tion of government was turned away from guarding against the 
exportation of gold and silver, to watch over the balance of trade, 

^ [This sentence appears first in ed. 2. Ed. i begins the next sentence, 'The high price 
of exchange dberefore would tend’.] 
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as the only cause which could occasion any augmentation or dimi- 
nution of those metals. From one fruitless care it was tmmed away 
to another care much more intricate, much more embarrassing, and 
just equally fruitless. The title of Mun s book, England’s Treasure in^ 
T^ treaswewas Foreign Trade, became a fundamental maxim in 
u^ehecama^^^ political (economy, not of England only, but 
received maxim. of all Other commercial countries. The inland Or 
home trade, the most important of all, the trade in which an equal 
capital affords the greatest revenue, and creates the greatest employV 
ment to the people of the country, was considered as subsidiary only 
to foreign trade. It neither brought money into the country, it was\ 
said, nor carried any out of it. The country therefore could never 
become cither richer or poorer by means of it, except so far as its 
prosperity or decay might indirectly influence the state of foreign 
trade. 


Gold and silver will A country that has no mines of its own must 
undoubtedly draw its gold and silver from foreign 
government. countries, in the same manner as one that has no 
vineyards of its own must draw its wines. It does not seem neces- 
sary, however, that the attention of government should be more 
turned towards the one than towards the other object. A country 
that has wherewithal to buy wine, will always get the wine which it 
has occasion for; and a country that has wherewithal to buy gold 
and silver, will never be in want of those metals. They are to be 
bought for a certain price like all other commodities, and as they 
are the price of all other commodities, so all other commodities are 
the price of those metals. We trust with perfect security that the 
freedom of trade, without any attention of government, will 
always supply us with the wine which we have occasion for: and 
we may trust with equal security that it will always supply m with 
all the gold and silver which we can afford to purchase or to employ, 
either in circulating our commodities, or in other uses. 

They canhelm^ quantity of every commodity which human 

pcited more easily industry can cither purchase or produce, naturally 
^l^eswhen regulates itsdlf in every country accor<^ to the 
then is tm efiectual demand, or accordhtg to the demand of 

effeemtd demand. willing to pay the whole rent, 

labour and profits which must be paid in order to {urepare and 
bring it to market. But no commodities regulate diemselves more 

> {*tn’ ii a mistake fot 
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easily or more exactly according to diis effectual demand than gold 
and silv<Jr; because, on account of the small bulk and great value 
of diose metals, no commodities can be more easily transported 
from one place to another, from the places where they arc cheap, to 
those where they are dear, from the places where they exceed, to 
those where they fall short of this effectual demand. If there were in 
England, for example, an effectual demand for an additional quan- 
tity of gold, a packet-boat could bring from Lisbon, or from 
wherever else it was to be had, fifty tuns of gold, which could be 
coined into more than five millions of guineas. But if there were^ an 
effectual demand for grain to the same value, to import it would 
require, at five guineas a tun, a million of tuns of shipping, or a 
thousand ships of a thousand tuns each. The navy of England would 
not be sufficient. 

When their quantity When the quantity of gold and silver imported into 

exceeds the demand country exceeds the effectual demand, no 

it is impossible to , , . 
prevent their Vigilance of government can prevent their expor- 

exportation, tation. All the sanguinary laws of Spain and Por- 

tugal are not able to keep their gold and silver at home. The 
continual importations from Peru and Brazil exceed the effectual 
demand of those countries, and sink the price of those metals there 
below that in the neighbouring countries. If, on the contrary, in 
any particular country their quantity fell short of the effectual 
demand, so as to raise their price above that of* the neighbouring 
countries, the government would have no occasion to take any 
and it would be P““ import diem. If it were* even to take pains 
e^ly impossible to prevent their importation, it would not be able 
effectuate it. Those metals, when the Spartans 
supply felt short of had got wherewithal to purchase them, broke 
the effectual demand. j]jjough all the barriers which the laws of Lycur- 
gus opposed to their entrance into Lacedemon. All the sanguinary 
laws of the customs arc not able to prevent the importation of the 
teas of the Dutch and Gottenburgh East India companies; because 
somewhat cheaper than those of the British company. 4. pound of 
tea, however, is about a hundred times the bulk of one of the 
prices, sixteen shillings, that is commonly paid for it in ^vet, 
and more than two thousand times the bulk of the same ptwe in 
gold, and consequendy just so many times more difl&cult to smugg^. 
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/( is Ms ease of It is partly owii^ to the easy transportation of gold 
trai^Mon which g^d silver from the places where they abound to 
gold and silver so those where they are wanted, that the price of those 
uniform. mctals docs not fluctuate continually like that of the 

greater part of other commodities,* which arc hindered by thdr bulk 
from shifting their situation, when the market happens to be either 
over or under-stocked with them. The price of those mctals, indeed, 
is not altogether exempted from variation, but the changes to which 
it is liable arc generally slow, gradual, and uniform. In Europe, for 
example, it is supposed, without much foundation, perhaps, that, 
during the course of the present and preceding century, they have 
been constantly, but gradually, sinking in their value, on account of 
the continual importations from the Spanish West Indies.^ But to 
make any sudden change in the price of gold and silver, so as to 
raise or lower at once, sensibly and remarkably, the money price of 
all other commodities, requires such a revolution in commerce as 
that occasioned by the discovery of America. 

If they M fall short, notwithstanding all this, gold and silver should 
their place could he at any time fall short in a country which has wherc- 
supphed by paper. purchase them, there arc more expedients 

for supplying their place, than that of almost any other commodity. 
If the materials of manufacture are wanted, industry must stop. If 
provisions arc wanted, the people must starve. But if money is 
wanted, barter will supply its place, though with a good deal of 
inconvcnicncy. Buying and selling upon credit, and the different 
dealers compensating their credits with one another, once a month 
or once a year, will supply it with less inconvcnicncy. A well- 
regulated paper money will supply it, not only without any 
inconvcnicncy, but, in some cases, with some advantages.* Upon 
every account, therefore, the attention of government neveij^was 
so unnecessarily employed, as when directed to watch over the 
preservation or increase of the quantity of money in any coimtry . 

No complaint, however, is more common than 
plamt of scarcity of of a scarcity of money. Money, like wine, must 

always be scarce with those who have neither 
wherewidial to buy it, nor credit to borrow it. 

^ [Tbc absence of anyrefeience to the long Digression in bk. i., chap, xi., suggests 
^tit this passage was wntteo before the Digression was incorporated in the wodc. 
Contrast the reference below, vol ii., p. 12.] ... , 

* [Ed. X reads ‘not only widsout any inconveascncy but with very great advan- 
tages’.] 
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Those who have either, will seldom be in want either of the money, 
or of the ^vinc which they have occasion for. This complaint, how- 
ever, of the scarcity of money, is not always confined to improvi- 
dent spendthrifts. It is sometimes general through a whole mercan- 
tile town, and the country in its neighbourhood. Over-trading is 
the common cause of it. Sober men, whose projects have been dis- 
proportioned to their capitals, are as likely to have neither where- 
withal to buy money, nor credit to borrow it, as prodigals whose 
cxpence has been disproportioned to their revenue. Before their 
projects can be brought to bear, their stock is gone, and their credit 
wiA it. They run about everywhere to borrow money, and every 
body tells them that they have none to lend. Even such general 
complaints of the scarcity of money do not always prove that the 
usual number of gold and silver pieces are not circulating in the 
country, but that many people want those pieces who have nothing 
to give for them. When the profits of trade happen to be greater 
than ordinary, over-trading becomes a general error both among 
great and small dealers. They do not always send more money 
abroad than usual, but they buy upon credit both at home and 
abroad, an unusual quantity of goods, which they send to some 
distant market, in hopes that the returns will come in before the 
demand for payment. The demand comes before the returns, and 
they have nothing at hand, with which they can either purchase 
money, or give solid security for borrowing. It is not any scarcity of 
gold and silver, but the difficulty which such people find in borrow- 
ing, and which their creditors find in getting payment, that occa- 
sions the general complaint of the scarcity of money. 

Money makes hut a woidd be too ridiculous to go about scriously to 
small part of the prove, that wealth docs not consist in money, or in 

national capital ^ silvcr; but in what money purchases, and 

is valuable only for purchasing. Money, no doubt, makes always a 
part of the national capital; but it has already been shown^ that 
generally makes but a small part, and always the most unprofitable 
part of it. 

It is easier to buy It k not because wealth consists more essentially in 
than to sell simply xnoney than in goods, that the merchant finds k 
SSliT ^ gcncraUy more easy to buy goods with money, Am 

commmt. tobuymoncy wiA goods; but because money is Ac 

» [Thi* probably refers top. 314. the object there imtber to imia: on Ae large- 

ness of the saving cflfected by dispensing widi naonty, and pp. 30a— 309 'J 
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known and established instrument of commerce, for which every 
thing is readily given in exchange, butwhich is not always With equal 
readiness to be got in exchange for every thing. The greater part 
of goods besides arc more perishable than money, and he may fre- 
quently sustain a much greater loss by keeping them. When his 
goods arc upon hand too, he is more liable to such demands for 
money as he may not be able to answer, than when he has got their 
price in his coffers. Over and above all this, his profit arises more 
directly from selling than from buying, and he is upon all these 
accounts generally much more anxious to exchange his goods for 
money, than his money for goods. But though a particular mer- 
chant, with abundance of goods in his warehouse, may sometimes 
be ruined by not being able to sell them in time, a nation or country 
is not liable to the same accident. The whole capital of a merchant 
frequently consists in perishable goods destined for purchasing 
money. But it is but a very small part of the annual produce of the 
land and labour of a covmtry which can ever be destined for pur- 
chasing gold and silver from their neighbours. The far greater part 
is circulated and consumed among themselves; and even of the 
surplus which is sent abroad, the greater part is generally destined 
for the purchase of other foreign goods. Though gold and silver, 
therefore, could not be had in exchange for the goods destined to 
purchase them, the nation would not be ruined. It might, indeed, 
suffer some loss and inconveniency, and be forced upon some of 
those expedients which are necessary for supplying the place of 
money. The annual produce of its land and labour, however, would 
be the same, or very nearly the same, as usual, because the same, or 
very nearly the same consumable capital would be employed in 
maintaining it. And though goods do not always draw money so 
readily as money draws goods, in the long-run they draw it^nore 
necessarily than even it draws them. Goods can serve many other 
^purposes besides purchasing money, but money can serve no other 
purpose besides purchasii^ goods. Money, focrefore, necessarily 
runs after goods, but goods do not always or necessarily run after 
money. The man who buys, does not always mean to sell again, but 
fiequendy to use or to consume; whereas he who sdls, always 
means to buy s^ain. Ihe one may ft equendy have done the whole, 
but the other can never have done more than the one-half of his 
bu^ess. It is not for its own sake that men desire money, but for 
the sake of what they can purchase with it. 
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The durability of a Coosunuble commodities, it is said, are soon 
commoMtyiyto destroyed; wbercas gold and silver are of a more 
lating more {fit durable nature, and, were it not for tins con- 

than is wanted^ tiiiual exportation, might be accumulated for ages 
together, to the incredible augmentation of the real wealth of 
the country. Nothing, therefore, it is pretended, can be more dis- 
advantageous to any country, than the trade which consists in the 
exchange of such lasting for such perishable commodities. We do 
not, however, reckon that trade disadvantageous which consists in 
the exchange of the hard-ware of England for the wines of France; 
and yet hard-ware is a very durable commodity, and were it not^ 
for ^s continual exportation, might too be accumulated for ages 
together, to the incredible augmentation of the pots and pans of the 
country. But it readily occurs that the number of such utensils is in 
every country necessarily limited by the use which there is for them; 
that it would be absurd to have more pots and pans than were 
necessary for cooking the victuals usually consumed there; and that 
if the quantity of victuals were to increase, the number of pots and 
pans would readily increase along with it, a part of the increased 
quantity of victuals being employed in purchasing them, or in 
maintaining an additional number of workmen whose business it 
was to make them. It should as readily occur that the quantity of 
gold and silver is in every country limited by the use which there is 
for those metals; that their use consists in circulating commodities 
as coin, and in affording a species of houshold furniture as plate; 
that the quantity of coin in every country is regulated by the value 
of the commodities which are to be circulated by it: increase that 
value, and immediately a part of it will be sent abroad to purchase, 
wherever it is to be had, the addidonal quantity of coin requisite 
for circulating them: that the quantity of plate is regulated by the 
number and wealth of those private families who chuse to indulge 
themselves in that sort of magnificence: increase the number and 
wealth of such families, and a part of this increased wealth will most 
probably be employed in purchasing, wherever it is to be found, an 
additional quantity of plate: that to attempt to inacasc the wealth of 
any country, cilher by introducing or by detaining in it an unneccs- 
s«ury quantity of gold and silver, is as absurd as it would be to 
attempt to increase the good cheer of private families, by obliging 
them to keep an unnecessary number of kitchen utensils* As the 

* fEds. 1-3 read ‘was it not*.] 
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cxpencc of purchasing those unnecessary utensik would diminish 
instead of increasing cither the quantity or goodness of the family 
provisions; so the cxpence of purchasing an luinccessary quantity 
of gold and silver must, in every country, as necessarily diminish 
the wealth which feeds, clothes, and lodges, which maintains and 
employs the people. Gold and silver, whether in the shape of coin 
or of plate, are utensils, it must be remembered, as much as the j 
furniture of the kitchen. Increase the use for them, increase the 
consumable commodities which are to be circulated, managed, and 
prepared by means of them and you will infallibly increase the 
quantity; but if you attempt, by extraordinary means, to increase 
the quantity, you will as infalHbly diminish the use and even the 
quantity too, which in those metals can never be greater than what 
the use requires. Were they ever to be accumulated beyond this 
quantity, their transportation is so easy, and the loss which attends 
their lying idle and unemployed so great, that no law could prevent 
their being immediately sent out of the country. 

Accumulation of It is not always necessary to accumulate gold and 

to carry on 

iug on distant wars, foreign wars, and to maintain fleets and armies in 
distant countries. Fleets and armies are maintained, not -with gold 
and silver, but with consumable goods.jThe nation which, from the 
aniiital produce of its domestic industry, from the annual revenue 
arising out of its lands, labour, and consumable stock, has where- 
withal to purchase those consumable goods in distant countries, can 
maintain foreign wars there. 

which may be paid A nation may purchase the pay and provisions of an 
^ ^ distant country three different ways; by 
(a) sending abroad cither, first, some part of its accu- 

(3) rude produce, mulated gold and silver; or secondly, some part of 

the annual produce of its manufaaurcs; or lastjpf all, some |&rt of 
its annual rude produce. 

Tim gold and silver The gold and silver which can properly be con- 
cimsisis of money in sid^j^ed as accumulated or stored up in any country, 
niay be distinguished into three parts; first, the 
circulating money; secondly, the plate of priv|tc 
fiunilics; and last of all, the money which may have been collected 
by many years parsimony , and laid up in the treasury of the pnnee. 
Uith can be spared h ^ seldom happen that much can be spared firom 
the circulating money of the country; because in 



CH. l] PRINCIPLE OP THE MERCANTILE SYSTEM 463 

that there can seldom be much redundancy. The value of goods 
annually bought and sold in any country requires a certain 
quantity of money to cirailate and distribute them to their 
proper consumers, and can give employment to no more. The 
channel of circulation necessarily draws to itself a sum sufficient to 
fill it, and never admits any more. Something, however, is generally 
withdrawn from this channel in the case of foreign war. By the 
great number of people who are maintained abroad, fewer are main- 
tained at home. Fewer goods are circulated there, and less money 
becomes necessary to circulate them. An extraordinary quantity 
of paper money, of some sort or other too, such as exchequer 
notes, navy bills, and bank bills in England, is generally issued upon 
such occasions, and by supplying the place of circulating gold and sil- 
ver, gives an opportunity of sending a greater quantity of it abroad. 
All this, however, could afford but a poor resource for maintaining 
a foreign war, of great expence and several years duration. 
plate has never The melting down the plate of private families, has 
yielded much; Upon every occasion been found a still more insig- 
nificant one. The French, in the beginning of the last war, did not 
derive so much advantage from this expedient as to compensate the 
loss of the fashion. 

accumulation in the The accumulated treasures of the prince have, in 
treasury has been former times, afforded a much greater and more 
abandoned. lasting rcsourcc. In the present times, if you except 

the king of Prussia, to accumulate treasure seems to be no part of the 
policy of European princes. 

Theforeignwarsof The funds which nraintained the foreign wars of 
tite century have the present ccntury, the most expensive perhaps 
pa^or^fimt^^ which history records, seem to have had littie 
money ^cireutatioH dependency upon the exportation either of die 
circulating money, or of the plate of private families, or of the 
treasure of the prince. The last French war cost Great Britain 
wards of ninety millions, including not only the seventy-five mil- 
lions of new debt that was contracted,^ but the additional two diil- 
lings in the pound land tax, and what was annually bcOTowed of 
the «nlri«g fund. Mote than two-thirds of this cxpencc were* laid 
out in distant countries; in Germany, Portugal, America, in die 
ports of the Mediterranean, in the East and West Indies. The kings 

1 State of the Nation (see IjcIow, p. 465 and note), p. aS.J 

* [Eds. 1-3 read *was*.] 
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of England had no accumulated treasure. We never heard of any 
extraordinary quantity of plate being melted down. Thc^circulating 
gold and silver of the country had not been supposed to exceed 
eighteen Millions. Since the late recoinage of the gold, however, 
it is believed to have been a good deal under-rated. Let us suppose, 
therefore, according to the most exaggerated computation wMch I 
remember to have either seen or heard of,^ that, gold and pver 
together, it amounted to thirty millions,* Had the war been c^ried 
on, by means of our money, the whole of it must, even accoming 
to this computation, have been sent out and returned again at least 
twice, in a period of between six and seven years. Should thii be 
supposed, it would afford the most decisive argument to demon- 
strate how unnecessary it is for government to watch over the 
preservation of money, since upon this supposition the whole 
money of the country must have gone from it and returned to it 
again, two different times in so short a period, without any body’s 
knowing any thing of the matter. The channel of circulation, 
however, never appeared more empty than usual during any part 
of this period. Few people wanted money who had wherewithal to 
pay for it. The profits of foreign trade, indeed, were greater than 
usual during the whole war; but especially towards the end of it. 
This occasioned, what it always occasions, a general over-trading in 
all the ports of Great Britain; and this again occasioned the usual 
complaint of the scarcity of money, which always follows over- 
trading. Many people wanted it, who had neither wherewithal to 
buy it, nor cre^t to borrow it; and because the debtors found it 
difficult to borrow, the creditors found it difficult to get payment. 
Gold and silver, however, were generally to be had for their value, 
by those who had that value to give for them. 
imtbyccmmodities. The cnormous expcncc of the late war^ therefore, 
must have been chiefly defrayed, not by the exportation of gold and 
silver, but by that of British commodities of some kind or other. 
Whoa the government, or those who acted under them, con- 
tracted widi a merchant for a remittance to some foreign country, 
he would naturally endeavour to pay his foreign correspondent, 
upon whom he had granted a bill, by sending abroad rather 
commodities than gold and silver. If the commodities of Great 
Britain were not in demand in that country, he would endeav- 

^ [Ed. X reads ^accdrdttig to die exaggerated comptitatioti of Mr. Horsely*.] 

* [LeOures, p. ippd 
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our to scud them to some other country, in which he could pur- 
chase a bill upon that coimtry. The transportation of commodities, 
when properly suited to the market, is always attended with a con- 
siderable profit; whereas that of gold and silver is scarce ever 
attended with any. When those metals are sent abroad in order to 
purchase foreign commodities, the merchant’s profit arises, not 
from the purchase, but from the sale of the returns. But when they ’ 
arc sent abroad merely to pay a debt, he gets no returns, and conse- 
quently no profit. He naturally, therefore, exerts his invention to 
find out a way of paying his foreign debts, rather by the exportation 
of commodities than by that of gold and silver. The great quantity 
of British goods exported during the course of the late war, without 
bringing back any returns, is accordingly remarked by the author 
of The Present State of the Nation.^ 

Part of the bullion Besides the three sorts of gold and silver above 
7^innmtr^^7o mentioned, there is in all great commercial coun- 
comtry^may have tries a good deal of bullion alternately imported 
been employed, hut exported for the purposes of foreign trade. 

purchased^with com-^ This bullion, as it circulates among different com- 
modities, mercial countries in the same manner as the national 

coin circulates in every particular country, may be considered as the 
money of the great mercantile republic. The national coin receives 
its movement and direction from the commodities circulated within 
the precincts of each particular country; the money of the mercan- 
tile republic, from those circulated between different countries. Both 
are employed in facilitating exchanges, the one between different 
individuals of the same, the other between those of different nations. 
Part of this money of the great mercantile republic may have been, 
and probably was, employed in carrying on the late war. In time of 
a general war, it is natural to suppose that a movement and direction 
should be impressed upon it, different from what it usually folio ws 
in profound peace; that it should circulate more about die seat of the 
war, and be more employed in purchasing there, and in the neigh- 
bouring countries, the pay and provisions of the different armies. 
But whatever part of this money of the mercantile republic. Great 
Britain may have annually employed in diis manner, it must haw 
been annually purchased, either with British commodities, or with 


» [Tlbe Present State the Nation, parOmlarly with respect to its Trade, 

addressed to dw King and both Houses of ParUment, 1768 (wnttmimderUietoectioii 

of George Grenville by William Knox), pp. ?• B.] 

W*N, I-R 
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something else that had been purchased with them; which still 
brings us back to commodities, to the annual produce of the land 
and labour of the country, as the ultimate resources which enabled 
us to carry on the war. It is natural indeed to suppose, that so great 
an annual expence must have been defrayed from a great annual 
produce. The expence of 1761, for example, amoimted to more 1 
nineteen millions. No accumulation could have supported so gjreat 
an annual profusion. There is no annual produce even of gold imd 
silver which could have supported it. The whole gold and silyer 
annually imported into both Spain and Portugal, according to 
best accounts, does not commonly much exceed six milliolf 
sterling,^ which, in some years, would scarce have paid four months 
expcnce of the late war. 

The finer manufac- The commodities most proper for being trans- 
tures are the most ported to distant countries, in order to purchase 
commodities for the there. Cither the pay and provisions or an army, or 
purpose, some part of the money of the mercantile republic 

to be employed in purchasing them, seem to be the finer and mor<5 
improved manufactures; such as contain a great value in a small 
bulk, and can, therefore, be exported to a great distance at little 
cxpencc. A country whose industry produces a great annual surplus 
of such manufactures, which arc usually exported to foreign coun- 
tries, may carry on for many years a very expensive foreign war, 
without cither exporting any considerable quantity of gold and 
silver, or even having any such quantity to export. A considerable 
part of the annual surplus of its manufactures must, indeed, in this 
case be exported, without bringing back any returns to the country, 
though it docs to the merchant; the government purchasing of the 
merchant his bills upon foreign coimtries, in order to purchase there 
the pay and provisions of an army. Some part of this surplus, how- 
ever, may still continue to bring back a return.* The manufacturers, 
during the war, will have a double demand upon them, and be 
called upon, first, to work up goods to be sent abroad, for paying 
the bills drawn upon foreign countries for the pay and provisions of 
the army; and, secondly, to work up such as arc necessary for 
purchasing the common returns that had usually been consumed in 
the country. In the midst of the most destructive foreign war, thcre- 

» [Above, pp. 231-233] 

* [in place of these two sentences ed. l reads *A considerable part of the annual 
surplus ^its manufactures must indeed in dus case be exported without bringing back 
any returns. Some part of it, however, may stiU continue to bring back a return.*) 
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fore, the greater part of manufactures may frequently flourish 
greatly; and, on the contrary, they may decline on die return of the 
peace. They may flourish amidst the ruin of their country, and 
begin to decay upon dw return of its prosperity. The different state 
of many different branches of the British manufactures during the 
late war, and for some time after die peace, may serve as an illus- 
tration of what has been just now said. 

Rude produce is No foreign war of great expence or duration could 

mconvenient. conveniently be carried on by the exportation of 

the rude produce of the soil. The expence of sending such a quan- 
tity of it to a foreign country as might purchase the pay and pro- 
visions of an army, would be too great. Few countries too produce 
much more rude produce than what is sufficient for the subsistence 
of their own inhabitants. To send abroad any great quantity of it, 
therefore, would be to send abroad a part of the necessary subsis- 
tence of the people. It is otherwise with the exportation of manuflic- 
turcs. The maintenance of the people employed in them is kept at 
home, and only the surplus part of their work is exported. Mr. 
Hume frequendy takes notice of the inability of the ancient kings of 
England to carry on, without interruption, any foreign war of 
long duration.^ The English, in those days, had nothing where- 
with to purchase the pay and provisions of their armies in foreign 
countries, but either the rude produce of the soil, of which no con- 
siderable part could be spared from the home consumption, or a few 
manufactures of the coarsest kind, of which, as well as of the rude 
produce, the transportation was too expensive. This inability did not 
arise from the want of money, but of the finer and more improved 
manufiictures. Buying and selling was transacted by means of money 
in England then, as well as now. The quantity of circulating money 
must have borne the same proportion to the number and value of 
purchases and sales usually transacted at that time, which it does to 
those transacted at present; or rather it must have borne a greater 
proportion, because there was then no paper, which now occupies a 
great part of the employment of gold and silver. Among nations to 
whom commerce and manufactures arc little known, the sovereign, 
upon extraordinary occasions, can seldom draw any considerable aid 
from his subjects, for reasons which shall be explained hereafter.^ 
It is in such countries, therefore, that he genersJly endeavours to 

* [H&siory, chips, adx. and xx., voL iii, pp^ 103, 104, 165 ia ed. of 3773*1 

• [Bdiow, vol. ii., p. 445.] 
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accumuktc a treasure, as the only resource against such emergencies. 
Independent of this necessity, he is in such a situation natur^y dis- 
posed to the parsimony requisite for accumulation. In that simple state, 
the expence even of a sovereign is not directed by the vanity which 
delights in the gaudy finery of a court, but is employed in bounty to 
his tenants, and hospitality to his retainers. But bounty and hospi- 
tality very seldom lead to extravagance; though vanity alnpst 
always does.^ Every Tartar chief, accordingly, has a treasure. The 
treasures of Mazepa, chief of the Cossacks in the Ukraine, the famous 
ally of Charles die Xllth, arc said to have been very great. Tne 
French kings of the Merovingian race had all treasures. When thw 
divided their kii^dom among their different children, they divided 
their treasure too. The Saxon princes, and the first kings after the 
conquest, seem likewise to have accumulated treasures. The first 
exploit of every new reign was commonly to seize the treasure of 
the preceding king, as the most essential measure for securing the 
succession. The sovereigns of improved and commercial countries 
arc not under the same necessity of accumulating treasures, because 
they can generally draw from their subjects extraordinary aids 
ujpon extraordinary occasions. They arc likewise less disposed to do 
so. They naturally, perhaps necessarily, follow the mode of the 
times, and dieir expence comes to be regulated by the same extrava- 
gant vanity which directs that of all the other great proprietors 
in their dominions. The insignificant pageantry of their court be- 
comes every day more brilliant, and the cxpencc of it not only pre- 
vents accumulation, but frequently encroaches upon the funds des- 
tined for more necessary cxpcnccs. What DcrcyUidas said of the 
court of Persia, may be applied to that of several European princes, 
that he saw there much splendor but litdc strength, and many ser- 
vants but few soldiers.* 

Theprindpd bene-- JrThe importation of gold and silver is not the prin- 
“pal. much less the sole benefit which a nation 
ofgotd and silver, derives from its foreign trade. Between whatever 

place, foragn trade i.c«ried on, AeyJl of 4cm 
fit vMt then it no derive two distinct benefits firom it It carries out 
that surplus part of the produce of their land and 
fit uMtk dme it. labour for which there is no demand among them^ 

* [This smintce and the nine words before it are repeated below, vol. iL, p. 442 .] 

* [T>ercyUidat’ appears to be a mistake for Antiochat. See Xenc^hon, Hellenko, vii., 

i.. S 38-1 
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and brings back ill return for it something else for which there is a 
demand. It gives a value to their superfluities, by exchanging them 
for something else, which may satisfy a part of their wants, and in- 
crease their enjoyments. By means of it, the narrowness of the home 
market does not hinder the division of labour in any particular 
branch of art or manufacture from being carried to the highest 
perfection. By opening a more extensive market for whatever part 
of the produce of their labour may exceed the home consumption, 
it encourages them to improve its productive powers, and to aug- 
ment its annual produce to the utmost, and thereby to increase^ the 
real revenue and wealth of the society. These great and important 
services foreign trade is continually occupied in performing, to all 
the different countries between which it is carried on. They all 
derive great benefit from it, though that in which the merchant 
resides generally derives the greatest, as he is generally more em- 
ployed in supplying the wants, and carrying out the superfluities of 
his own, than of any other particular country. To import the gold 
and silver which may be wanted, into the countries which have no 
mines, is, no doubt, a part of the business of foreign commerce. It is, 
however, a most insignificant part of it. A country which carried on 
foreign trade merely upon this account, could scarce have occasion 
to freight a ship in a century. 

f The discovery of It is not by the importation of gold and silver, that 
America has bene^ discovery of America has enriched Europe. By 
the chea^i^o/ the abundance of the American mines, those metals 
gold and silver, have become cheape^ A service of plate can now 

be purchased for about a third part ofthe com, or a third part of the 
labour, which it would have cost in the fifteenth century. Widi the 
same annual expence of labour and commodities, Europe can 
annually purchase about three times the quantity of plate which it 
codd have purchased at that time. But when a commodity comes 
to be sold for a third part of what had been its usual price, not only 
those who purchased it before can purchase three times their former 
quantity, but it is brought down to the level of a much greater 
number of purchasers, perhips to more than ten, perhaps to more 
than twenty times the former number. So that there may be in 
Europe at present not only more than three rimes, but more than 
twenty or thirty times the quantity of plate which would have l^cn 
in it, even in its present state of improvement, had the discovery of 
» [Ed. 1 mdi ‘thereby increwe^.J 
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die American mines never been made. So far Europe has, no doubt, 
gained a real convcniency, thoi^h surely a very trifling one. The 
cheapness of gold and silver renders those metals rather less fit for 
the purposes of money than they were before. In order to make the 
same purchases, we must load ourselves with a greater quantity of 
them, and carry about a shilling in our pocket where a groat would 
have done before. It is difficult to say which is most trifling, tms 
inconveniency, or the opposite convcniency. Neither the one nor 
the other could have made any very essential change in the state of 
Europe. Ifrhc discovery of America, however, certainly made V 
but by opening up of most essential one. By opening a new and inexhausA 
a new m^ket which nxarket to all the commodities of Europe, it 
productive powers g^ve occasion to new divisions ot labour and 
of labour, improvements of art, which, in the narrow circle 

of the ancient commerce, could never have taken place for want of a 
market to take off the greater part of their producc^The productive 
powers of labour were improved, and its produce increased in all 
the different countries of Europe, and together with it the real, 
revenue and wealth of the inhabitants. The commodities of Europe 
were almost aU new to America, and many of those of America 
were new to Europe. A new set of exchanges, therefore, began to 
take place which had never been thought of before, and which 
should naturally have proved as advantageous to the new, as it 
certainly did to the old continent. The savage injustice of the 
Europeans rendered an event, which ought to have been beneficial 
to all, ruinous and destructive to several of those unfortunate 


countries. 

The discovery of the The discovery of a passage to the East Indies, by Ac 
Cape of Good Hope, which happened much about 
hope been sHU more the Same time, opened, perhaps, a sdll more exten- 
flve range to foreign commerce dian even that of 
InMes hoi been fiee. America, notwithstanding the greater distance. 
Thece were but two nations in America, in any respect superior to 
savages, and these were destroyed almost as soon as discovered. The 
test were mere savages. But t^ empires of China, Indostan, Japan, 
as well as several o&ers in the East Indies, without having richer 
mines of gold ot diver, were in every other respea much richer, 
better cultivated, and more advanced in all arts and manu&ctures 
than either Mexico or Peru, even though we hould credit, what 
plainly deserves no credit, the exaggerated accounts of the Spanidi 
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writers, concerning the ancient state of those empires. But rich and 
civilized nations can always exchange to a much greater value with 
one another, than with savages and barbarians. Europe, however, 
lias hitherto derived much less advantage from its commerce with 
the East Indies, than from that with America. The Portuguese 
monopolized the East India trade to themselves for about a century, 
and it was only indirectly and through them, that the other nations 
of Europe could either send out or receive any goods from that 
country. When the Dutch, in the beginning of the last century, 
began to encroach upon them, they vested their whole East India 
commerce in an exclusive company. The English, French, Swedes, 
and Danes, have all followed their example, so that no great nation 
in Europe has ever yet had the benefit of a free commerce to the 
East Indies. No other reason need be assigned why it has never been 
so advantageous as the trade to America, which, between almost 


every nation of Europe and its own colonies, is free to all its sub- 
jects. The exclusive privileges of those East India companies, their 
great riches, the great favour and protection which these have 
procured them from their respective governments, have excited 
The exportation of much envy against them. This envy has frequently 
^indiesVno^^^ represented their trade as altogether pernicious, on 
harrnJuL account of the great quantities of silver, which it 

every year exports from the countries from which it is carried on. 
The parties concerned have replied, that their trade, by this con- 
tinual exportation of silver, might, indeed, tend to impoverish 
Europe in general, but not the particular country from which it 
was carried on; because, by the exportation of a part of the returns 
to other European countries, it annually brought home a much 
greater quantity of that metal than it carried out* Both the objection 
and the reply are founded in the popular notion which I have been 
just now examining. It is, therefore, unnecessary to say any thing 
further about cither. By the aiuiual exportation of silver to the East 
Indies, plate is probably somewhat dearer in Europe than it other- 
wise might have been; and coined silver probably purchases a 
larger quantity both of labour and commodities. The former of 
Aese two effects is a very small loss, the latter a very small advan- 
tage; both too insignificant to deserve any part of the public 
attention. The trade to the East Indies, by opening a market 
to the commodities of Europe, or, what comes nearly to the 
same thing, to the gold and silver which is purchased with those 
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commocJitics, must necessarily tend to increase the annual production 
of European commodities, and consequently the real wealth and 
revenue of Europe. That it has hitherto increased them so httlc, 
is probably owing to the restraints which it every-where labours 
under. 


Writers who begin 
by including landst 
houses and consume 
able goods in wealth 
often forget them 
later. 


I thought it necessary, though at the hazard of beii^g 
tedious, to examine at full length this populir 
notion that wealth consists in money, or in gold 
and silver. Money in common language, as I have 
already observed, frequently signifies wealth; anq 
this ambiguity of expression has rendered this popular notion so\ 
famihar to us, that even they, who are convinced of its absurdity, ' 
are very apt to forget their own principles, and in the course of 
their reasonings to take it for granted as a certain and undeniable 
truth. Some of the best English writers upon commerce set out 
with observing, that the wealth of a country consists, not in its gold 
and silver only, but in its lands, houses, and consumable goods of all 
different kinds. In the course of their reasonings, however, the lands, 
houses, and consumable goods seem to shp out of their memory, 
and the strain of their argument frequently supposes that all wealth 
consists in gold and silver, and that to multiply those metals is the 
great object of national industry and commerce. 

Wealth being sup- The two principles being estabhshed, however, that 
wealth consisted in gold and silver, and that those 
metals could be brought into a country which had 
no mines only by the balance of trade, or by ex- 
porting to a greater value than it imported; it 
necessarily became the great object of political (econ- 
omy to diminish as much as possible the importation of foreign 
goods for home consumption, and to increase as much as possible 
the exportation of the produce of domestic industry. Its two great 
engines for enriching the country, therefore, were restraints upon 
importation, and encouragements to exportation. 

The restraints upon importation were of two kinds. 
by restraints t^on fiist, Restraints upon the importation of such 
importation, foreign goods for home consumption as could be 
produced at home, from whatever country they were imported. 

Secondly, Restraints upon the importation of goods of almost all 
kinds from those particular countries with which the balance of 
trade was supposed to be disadvantageous. 


posed to consist in 
gold and stiver, 
political economy 
endeavoured to 
diminish imports 
and encourage 
exports. 
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Those different restraints consisted sometimes in high duties^ and 
sometimes in absolute prohibitions. 

and encouragements Exportation was encouraged sometimes by draw- 
to exportation, backs, sometimes by bounties, sometimes by advan- 

tageous treaties of commerce with foreign states, and sometimes by 
the establishment of colonies in distant countries. 

Drawbacks were given upon two different occasions. When the 
home-manufactures were subject to any duty or excise, either the 
whole or a part of it was frequently drawn back upon their exporta- 
tion; and when foreign goods liable to a duty were imported in order 
to be exported again, either the whole or a part of this duty was 
sometimes given back upon such exportation. 

Bounties were given for the encouragement either of some 
beginning manufactures, or of such sorts of industry of other kinds 
as were supposed to deserve particular favour. 

By advantageous treaties of commerce, particular privileges were 
procured in some foreign state for the goods and merchants of the 
country, beyond what were granted to those of other countries. 

By the estabUshment of colonies in distant countries, not only 
particular privileges, but a monopoly was frequently procured for 
the goods and merchants of the country which estabUshed them. 
which restraints and The two sorts of restraints upon importation above- 
^comi^^^^he nicntioned, together with these four encourage- 
next six chapters. ments to exportation, constitute the six principal 

means by which the commercial system proposes to increase the 
quantity of gold and silver in any country by turning the balance 
of trade in its favour, I shall consider each of them in a particular 
chapter, and without taking much further notice of their supposed 
tendency to bring money into the country, I shall examine diicfly 
what are likely to be the effects of each of them upon the annual 
produce of its industry. According as they tend cither to increase or 
diminish the value of this annual produce, they must evidently tend 
cither to increase or diminish the real wealth and revenue of the 
country. 



CHAPTER n 


Of Restraints upon the Importation jfrom 
Foreign Countries of such Goods as can 
be Produced at Home 


High duties and rcstrabing, either by high duties, or by absolute 

prohibitions giving prohibitions, the importation of such goods from 
particular home loreign coimtries as can be produced at home, the 

industry are very monopoly of the home market is more or less 
common. Secured to the domestic industry employed in pro- 

ducii^ them. Thus the prohibition of importing either live cattle^ 
or salt provisions from foreign countries secures to the graziers of 
Great Britain the monopoly of the home market for butcher’s meat. 
The high duties upon the importation of com,* which in times of 
moderate plenty amount to a prohibition, give a like advantage to 
the growen of that commodity. The prohibition of the importation 
of foreign woollens is equally favourable to the woollen manufac- 
turers.* The silk manufacture, though altogether employed upon 
foreign materials, has lately obtained the same advantage.* The 
linen manufacture has not yet obtained it, but is making great 
strides towards it.* Many other sorts of manu&cturers* have, in the 
same manner, obtained in Great Britain, cither altogether, or very 
nearly a monopoly against their countrymen. The variety of^oods 
of which the importation into Great Britain is prohibited, either 
absolutely, or under certain circumstances, greatly ciccccds what 
can easily be suspected by those who are not well acquainted with 
the laws of the customs.’ 

the (Jjjj monopoly of the home-market frequently 

bm ndther increase gives great encouragement to that particular speaes 

* [S<* above, p. 44J.] * [See below, vol. ii., pp. 43, 44.] 

» [n and 12 Ed. III., c. 3: 4 Ed. IV.. c. 7.] * l« Geo. IH.. c. 28.] 

* By die additional dutiea, 7 Geo. III., c. 28.} 

* Mi^rinted ‘manulactures’ in ed. 5.] 

* [Tbis Kntence appears first in Addons and Corrections and ed. 3.] 
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genera industry nor industry which enjoys it, and frequently turns 


give it the be^ 
direction. 


The number of 
persons employed 
cannot exceed a 
certain proportion 
to the capital of 
the society^ 


towards that employment a greater share of both 
the labour and stock of the society than would 
otherwise have gone to it, cannot be doubted. But whether it tends 
either to increase the general industry of the society, or to give it 
the most advantageous direction, is not, perhaps, altogether so 
evident.^ 

The general industry of the society never can 
exceed what the capital of the society can employ. 
As the number of workmen that can be kept in 
employment by any particular person must bear a 
certain proportion to his capital, so the number of 
those that can be continually employed by all the members of a 
great society, must bear a certain proportion to the whole capital 
of that society, and never can exceed that proportion. No regulation 
of commerce can increase the quantity of industry iii any society 
beyond what its capital can maintain. It can only divert a part of it 
into a direction into which it might not otherwise have gone; and 
it is by no means certain that this artificial direction is likely to be 
more advantageous to the society than that into which it would 
have gone of its own accord. 

and every fi^*s Evcry individual is continually exerting himself 
to find out the most advantageous employment 
for whatever capital he can command. It is his own 
advantage, ind^d, and not that of the society 
which he has in view. But the study of his own 
advantage naturally, or rather necessarily leads him to prefer that 
employment which is most advantageous to the society. / 

(i) He tries to em- individual endeavours to employ his 

phy itasZar^e capital as near home as he can, and consequently 
asposHhU. ^ much as he can in the support of domestic 

industry; provided always that he can thereby obtain the ordinary, 
or not a great deal less than the ordinary profits of stock. 

Thus, upon equal or nearly equal profits, every wholesale mer- 
chant naturally prefen the home-trade to the foreign trade of 
consumption, and the foreign trade of consumption to the carryi^ 
trade. In the home-trade his capital is never so long out of his sight 
as it frequently is in the foreign trade of consumption. He can know 
better Ac character and situation of Ac persons whom he trusts, 

1 [Ed. I reads ‘certain*.] 


interest leads him to 
seek that employ- 
ment of capital 
which is most 
advantageous to the 
society. 
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and if he should happen to be deceived, he knows better the laws 
of the country from which he must seek redress. In the carrying 
trade, the capital of the merchant is, as it were, divided between two 
foreign countries, and no part of it is ever necessarily brought home, 
or placed under his own immediate view and command. The capi- 
tal which an Amsterdam merchant employs in carrying com from 
Konnigsberg to Lisbon, and fruit and wine from Lisbon to Konnigs4 
berg, must generally be the one-half of it at Konnigsberg and tha 
other half at Lisbon. No part of it need ever come to Amsterdam. \ 
The natural residence of such a merchant should either be at\ 
Konnigsberg or Lisbon, and it can only be some very particular \ 
circumstances which can make him prefer the residence of Amster- ^ 
dam. The uneasiness, however, which he feels at being separated so 
far from his capital, generally determines him to bring part both of 
the Konnigsberg goods which he destines for the market of Lisbon, 
and of the Lisbon goods which he destines for that of Konnigsberg, 
to Amsterdam: and though this necessarily subjects him to a double 
charge of loading and unloading, as well as to the payment of some 
duties and customs, yet for the sake of having some part of his capital 
always imder his own view and command, he willingly submits to 
this extraordinary charge; and it is in this manner that every country 
which has any considerable share of the carrying trade, becomes 
always the emporium, or general market, for the goods of all the 
different cotmtrics whose trade it carries on. The merchant, in order 
to save a second loading and unloading, endeavours always to sell 
in the home-market as much of the goods of all those different 
countries as he can, and thus, so far as he can, to convert his carrying 
trade into a foreign trade of consumption. A merchant, in the same 
manner, who is engaged in the foreign trade of consumption, when 
he collects goods for foreign markets, will always be glad, upon 
equal or nearly equal profits, to sell as great a part of them a^ome 
as he can. He saves himself the risk and trouble of exportation, when, 
so far as he can, he thus converts his foreign trade of consumption 
into a home-trade. Home is in this manner the center, if I may say 
so, round which the capitals of the inhabitants of every country are 
continually circulating, and towards which they are alwap tending, 
though by particular causes they may sometimes be driven off 
and repelled from it towards more distant employments. But a 
capital employed in die home-trade, it has already been shown,^ 

1 [Above, pp, 390-3^1 
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necessarily puts into motion a greater quantity of domestic indus- 
try, and gives revenue and employment to a greater number of the 
mkabitants of the country, than an equal capital employed in the 
foreigntradc of consumption: and one employed in the foreign trade 
of consumption has the same advantage over an equal capital em- 
ployed in the carrying trade. Upon equal, or only nearly equal 
profits, therefore, every individual naturally inclines to employ his 
capital in the manner in which it is likely to afford the greatest 
support to domestic industry, and to give revenue and employment 
to the greatest number of^ people of his own country. 

(2) He endeavours Secondly, evcry individual who employs his capi- 
to produce the great- tal in the support of domestic industry, ncccssady 
est possible value, endeavours so to direct that industry, that its 

produce may be of the greatest possible value. 

The produce of industry is what it adds to the subject or materials 
upon which it is employed. In proportion as the value of this prod- 
uce is great or small, so will likewise be the profits of the employer. 
But it is only for the sake of profit that any man employs a capital in 
the support of industry; and he will always, therefore, endeavour 
to employ it in the support of that industry of which the produce is 
likely to be of the greatest value, or to exchange for the greatest 
quantity either of money or of other goods. 

But the aimual revenue of every society is always precisely equal 
to the exchangeable value of the whole aimual produce of its indus- 
try, or rather is precisely the same thing with that exchangeable 
value. As every individual, therefore, endeavours as much as he can 
both to employ his capital in the support of domestic industry, and 
so to direct that industry that its produce may be of the greatest 
value; every individual necessarily labours to render the annual 
revenue of the society as great as he can. He generally, indeed, 
neither intends to promote the public interest, nor knows how much 
he is promoting it. By preferrii^ the support of domestic to that of 
foreign industry, he intends only his own security; and by directing 
that industry in such a manner as its produce may be of the greatest 
value, he intends only his own gain, and he is in this, as in many 
other cases, led by an invisible hmd to promote an end which was 
no part of his intention. Nor is it always the worse for the society 
that it was no part of it. By pursuing his own interest he fecqucntly 
promotes that of the society more effectually than when he really 
1 [Ed. I reads ‘the* here.] 
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intends to promote it. I have never known much good done by 
those who affected to trade for the pubHc good. It is an affectation, 
indeed, not very common among merchants, and very few words 
need be employed in dissuading them from it. 

He can judge of this Wh^^ « the spccies of domestic industry which his 
much better than the capital can employ, and of which the produce is 
statesman. likely to bc of the greatest value, every individual, I 

it is evident, can, in his local situation, judge much better than any \ 
statesman or lawgiver can do for him. The statesman, who should \ 
attempt to direct private people in what manner they ought to \ 
employ their capitals, would not only load himself with a most \ 
unnecessary attention, but assume an authority which could safely ^ 
be trusted, not only to no single person, but to no council or senate 
whatever, and which would no-where be so dangerous as in the 
hands of a man who had folly and presumption enough to fancy 
himself fit to exercise it. 

High duties and To give the monopoly of the home-market to the 
^p^plftTmpioy produce of domestic industry, in any particular art 
capitd in producing or manufacture, is in some measure to direct pri- 

manner they ought to employ 
from abroad. their capitals, and must, in almost all cases, be 
either a useless or a hurtiful regulation. If the produce of domestic 
can bc brought there as cheap as that of foreign industry, the regu- 
lation is evidently useless. If it cannot, it must generally bc hurtfuL 
It is the maxim of every prudent master of afamily, never to attempt 
to make at home what it will cost him more to make than to buy. 
The taylor docs not attempt to make his own shoes, but buys them 
of the shoemaker. The shoemaker does not attempt to make his 
own clothes, but employs a taylor. The farmer attempts to make 
neither the one nor the other, but employs those difierent artificers. 
All of Aem find it for thdr interest to employ their whole indbstry 
in a way in whidi they have some advantage over their neighbours, 
and to purchase with a part of its produce, or what is die same 
thing, with the price of a part of it, whatever else they have occasion 
{or. 

nisasfooUsh fora What is prudence in the conduct of every private 
MUon asform fimiily, can scarcc be folly in that of a great kin^- 
whuembeh^t aom. If a fordga country can supply us with a 
, commodity cheaper than we ourselves can make h, 
better buy it of them with tome part of the produce of our own 
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industry, employed in a way in which we have some advantage. 
The general industry of the country, being always in proportion to 
the capital which employs it, will not thereby be diminished, no 
more than that of the above-mentioned artificers; but only left to 
find out the way in which it can be employed with the greatest 
advantage. It is certainly not employed to the greatest advantage, 
when it is thus directed towards an object which it can buy cheaper 
than it can make. The value of its axuiual produce is certainly more 
or less diminished, when it is thus turned away from producing 
commodities evidently of more value than the commodity which 
it is directed to produce. According to the supposition, that com- 
modity could be purchased from foreign countries cheaper than it 
can be made at home. It could, therefore, have been purchased with 
a part only of the commodities, or, what is the same thing, with a 
part only of the price of the commodities, which the industry 
employed by an equal capital would have produced at home, had 
it been left to follow its natural course. The industry of the country, 
therefore, is thus turned away from a more, to a less advantageous 
employment, and the exchangeable value of its annual produce, 
instead of being increased, according to the intention of the lawgiver, 
must necessarily be diminished by every such regulation. 

Sometimes by such By means of such regulations, indeed, a particular 
regulations a matm- nxanufacturc may sometimes be acquired sooner 

facture may be estalh , 1111 1 

lished earlier than it than It couid have been Otherwise, and alter a cer- 


uiPuU othettvise 
have been, but this 
would make capital 
accumulate slower, 


tain time may be made at home as cheap or cheaper 
than in the foreign country. But though the indus- 
try of the society may be thus carried -with advan- 


tage into a particular channel sooner than it could have been 
o^ervrise, it will by no means follow that the sum total, either of its 


industry, or of its revenue, can ever be augmented by any such 


regulation. The industry of the society can augment only in propor- 
tion as its capital augments, and its capital can augment only in 


proportion to what can be gradually saved out of its revenue. But 
the immediate effect of every such regulation is to diminish its 


revenue, and what diminishes its revenue is certainly not very 


likely to augment its capital faster than it would have augmented 
of its own accord, had both capital and industry been left to ftnd 


out their natural employments. 

andtiteamntrr Though for want of such regulations the society 
might idways be Just ^lould never acquire tiie proposed manufteture, it 
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M^redihe^^^ Would not, Upon that account, necessarily be the 
manufacture, poorer in any one period of its duration. In every 
period of its duration its whole capital and industry might still have 
been employed, though upon different objects, in the manner that 
was most advantageous at the time. In every period its revenue 
might have been die greatest which its capital could afford, and 
both capital and revenue might have been augmented^ with the | 
greatest possible rapidity, \ 

No one proposes natural advantages which one country has over ' 

that a country should another in producing particular commodities arc 
sometimes so great, tbat it is acknowledged by all 
but it is abo ^urd the world to be in vain to struggle with them. By 

glasses, hotbeds, and hotwalls, very good 
whether natural or grapes can be raised in Scotland, and very good 
acquired. winc too can bc made of them at about thirty times 

the expence for which at least equally good can be brought from 
foreign countries. Would it be a reasonable law to prohibit the 
importation of all foreign wines, merely to encourage the making 
of claret and burgundy in Scodand? But if there would be a mani- 
fest absurdity in turning towards any employment, thirty times 
more of the capital and industry of the country, than would be 
necessary to purchase from foreign countries an equal quantity of the 
commodities wanted, there must be an absurdity, though not alto- 
gether so glaring, yet exactly of the same kind, in turning towards 
any such employment a thirtieth, or even a three hundredth part 
more of cither. Whether the advantages which one country has 
over another, bc natural or acquired, is in this respect of no conse- 
quOTce, As long as the one country has those advantages, and the 
other wants them, it will always be more advantageous for the 
latter, rather to buy of the former than to make. It is an ac^red 
advantage only, which one artificer has over ^ neighbour, *who 
exercises another trade; and yet they both find it more advantageous 
to buy of one another, than to make what does not belong to their 
particular trades. 

Merchants and Merchants and manufacturers are the people who 
derive the greatest advantage firom this monopoly 
fimMghi^and of the home-markct. The prohibition of the im- 
proMhiHons, portation of foreign cattle, and of salt provisions, 
together with the high duties upon foreign com, which in times of 

^ {Bd. I mds 'aiigmmtmg,* which seems more correct.] 
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moderate plenty amount to a prohibition,^ are not near so advan- 
tageous to the graziers and farmers of Great Britain, as other regu- 
lations of the same kind arc to its merchants and manufacturers. 
Manufactures, those of the finer kind especially, are more easily 
transported from one country to another than corn or cattle. It is in 
the fetching and carrying manufactures, accordingly, that foreign 
trade is chiefly employed. In manufactures, a very small advantage 
will enable foreigners to undersell our own workmen, even in the 
home market. It will require a very great one to enable diem to do 
so in the rude produce of the soil. If the free importation of foreign 
manufactures were^ permitted, several of the home manufactures 
would probably suffer, and some of them, perhaps, go to ruin 
altogether, and a considerable part of the stock and industry at 
present employed in them, would be forced to find out some other 
employment. But the freest importation of the rude produce of the 
soil could have no such effect upon the agriculture of the country. 

The free importation If the importation of foreign catde, for example, 
of foreign cattle made cver so free, so few could be imported, 

great difference to diat the grazing trade of Great Britain could be 
British graziers, affected by it. Live catde are, perhaps, the 

only commodity of which the transportation is more expensive by 
sea than by land. By land they c^rry themselves to market. By sea, 
not only the catde, but their food and their water too, must be 
carried at no small cxpcnce and inconveniency. The short sea 
between Ireland and Great Britain, indeed, renders the importation 
of Irish cattle more easy. But though the free importation of them, 
which was lately permitted only for a limited time, were rendered 
perpetual, it could have no considerable effect upon the interest of 
the graziers of Great Britain. Those parts of Great Britain which 
border upon the Irish sea are all grazing countries. Irish catde could 
never be imported for their use, but must be drove through those 
very extensive countries, at no small expcnce and inconveniency, 
before they could arrive at their proper market. Fat catde could not 
be drove so Lean catde, therefore, only could be imported^ and 
such importation could interfere, not with the interest of the feeding 
or fattening countries, to which, by reducing the price of lean catde, 
it would rather be advantageous, but with that of the breeding 
countries only. The small number of Irish catde imported since 

1 [Above, p. 474* vnd below, vol, ii., pp. 43. 44d , 

* [Eds. 1-3 read Vas* here and seven lines lower down.] 
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their importation was permitted, together with the good price at 

which lean cattle still continue to sell, seem to demonstrate that even 

the breeding countries of Great Britain are never likely to be much 

affected by the free importation of Irish cattle. The common people 

of Ireland, indeed, are said to have sometimes opposed with violence 

the exportation of their cattle. But if the exporters had found any 

great advantage in continuing the trade, they could easily, when th^ 

law was on their side, have conquered this mobbish opposition. 1 

It might even benefit Feeding and fattening countries, besides, must\ 

the cultivated plains always be highly improved, whereas breeding! 
at the expense of the ' . ^ ^ i i i • i \ 

rugged mountainous coimtncs are generally uncultivated. The high \ 

distrias, cattle, by augmenting the value of ' 

uncultivated land, is Hkc a bounty against improvement. To any 

country which was highly improved throughout, it would be more 

advantageous to import its lean cattle than to breed them. The 

province of Holland, accordingly, is said to follow this maxim at 

present. The mountains of Scotland, Wales and Northumberland, 

indeed, are countries not capable of much improvement, and seem 

destined by nature to be the breeding coimtries of Great Britain. 

The freest importation of foreign cattle could have no other effect 

than to hinder those breeding countries from taking advantage of 

the increasing population and improvement of the rest of the 

kingdom, from raising their price to an exorbitant height, and from 

laying a real tax upon all the more improved and cultivated parts 

of the country. 

The free importation The freest importation of salt provisions, in the 
ofsattprtwisiom manner, could have as little effect upon the 

also would make r>*- i r 

Utde difference to the mtercst of the graziers of Great Bntam as that or 

grazkrs, Ijye cattle. Salt provisions arc not only a very 

bulky commodity, but when compared with fresh meat, they are 

a commodity both of worse quality, and as they cost morc^bour 

and cxpence, of higher price. They could never, therefore, come 

into competition with the fresh meat, though they might with the 

salt provisions of the country. They might be used for victualling 

ships for distant voyages, and such like uses, but could never make 

any considerable part of the food of the people. The small quantity 

of salt provisions imported from Ireland since their importation was 

rendered free, is an experimental proof that our graziers have 

nothing to apprehend from it. It does not appear that the price of 

butcher Vmcat has ever been sensibly affected by it 
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and even the free Even the free importation of foreign com could 

'wouwToTrtSh^ aifect the interest of the farmers of 

affect the fanners. Great Britain. Com is a much more bulky com- 

modity than butcher’s-meat. A poimd of wheat at a penny is as dear 
as a pound of butcher’s-mcat at fourpencc. The small quantity of 
foreign com imported even in times of the greatest scarcity, may 
satisfy our farmers that they can have nothing to fear from the freest 
importation. The average quantity imported one year with another, 
amounts only, according to the very well informed author of the 
tracts upon the com trade, to twenty-three thousand seven hundred 
and twenty-eight quarters of all sorts of grain, and does not exceed 
the five hundredth and seventy-one part of the annual consumption.^ 
But as the bounty upon com occasions a greater exportation in 
years of plenty, so it must of consequence occasion a greater impor- 
tation in years of scarcity, than in the actual state of tillage* would 
otherwise take place. By means of it, the plenty of one year does not 
compensate the scarcity of another, and as the average quantity 
exported is necessarily augmented by it, so must likewise, in the 
actual state of tillage, the average quantity imported. If there were* 
no bounty, as less com would be exported, so it is probable that, one 
year with another, less would be imported than at present. The com 
merchants, the fetchers and carriers of com between Great Britain and 
foreign countries, would have much less employment, and might 
suffer considerably; but the country gentlemen and farmers could 
suffer very little. It is in the com merchants accordingly, rather than 
in the country gentlemen and farmers, that I have observed the 
greatest anxiety for the renewal and continuation of the bounty. 
Ccuntry gentlemen Country gentlemen and farmers are, to their great 
tmd farmers are less honour, of all people, the least subject to the 
wretched spirit of monopoly. The undertaker of a 
merchants and great manufactory is sometimes alarmed if another 
manufacturers, yrotk of the Same kind is established within twenty 
miles of him. The Dutch undertaker of the woollen manufacture at 
Abbeville^ stipulated, that no work of the same kind should be 
established within thirty leagues of that city. Farmers and country 


^ [Charles Smith, Three Tracts on tiie Corn-Trade and Com^Laius, pp. The 

same figure is que^ bdow, vol. ii., p. 42,] 

* [Eo. I does not contain the words *in the actual sutc of tillage . J 
» [Eds. 1-3 read ‘was*.] 

^ nosqph Van Robais in 1669.— John Smidi, Memoirs of WooU vol. u., pp. 420, 427, 
but neither John Smith nor Charles King, British Merchant^ 17^1, voL ii., pp. P 3 # 94 » 
gives the particular stip^fion mendoned.] 
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gentlemen, on the contrary, are generally disposed rather to pro- 
mote than to obstruct the cultivation and improvement of fheir 
neighbours farms and estates. They have no secrets, such as those of 
the greater part of manufacturers, but arc generally rather fond of 
communicating to their neighbours, and of extending as far as 
possible any new practice which they have found to be advanta-7 
gcous. Pius QuestuSy says old Cato, stabilissimusquey minimeque invidl 
tosus; minimeque male cogitantes sunt, qui in eo studio occupati sunt A 
Country gentlemen and farmers, dispersed in different parts of thc\ 
country, cannot so easily combine as merchants and manufacturers,' 
who being collected into towns, and accustomed to that exclusive 
corporation spirit which prevails in them, naturally endeavour 
to obtain against all their countrymen, the same exclusive privilege 
which they generally possess against the inhabitants of their respec- 
tive towns. They accordingly seem to have been the original inven- 
tors of those restraints upon the importation of foreign goods, which 
secure to them the monopoly of the home-market. It was probably 
in imitation of them, and to put themselves upon a level with those 
who, they found, were disposed to oppress them, that the country 
gentlemen and farmers of Great Britain so far forgot the generosity 
which is natural to their station, as to demand the exclusive privi- 
lege of supplying their countrymen with com and butcher Vmeat. 
They did not perhaps take time to consider, how much less their 
interest could be affected by the freedom of trade, than that of the 
people whose example they followed. 

The prohibition of To prohibit by a perpetual law the importation 
{^fr^tMiMthe foreign com and cattle, is in reality to enact, 
population, that the population and industry of the country 

shall at no time exceed what the rude produce of its own soil can 
maintain. 


There are two cases 
whidt are 
excepHortal, 

industry. 

(x) when a parti-- 
cular industry is 
necessary for the de- 
fence of the country, 
like shipping, 
which is properly 


There seem, however, to be two cases in wlbich it 
will generally be advantageous to lay some burden 
upon foreign, for the encouragement of domestic 

The first is, when some particular sort of industry 
is necessary for the defence of the country* The 
defence of Great Britain, for example, depends 
very much upon the number of its sailors and ship- 


# 


^ [Cato, De re rustka, ad mit, but ^Questus* dboixld of course be *quat$tus\] 
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encouraged by the ping. The act of navigation,^ therefore, very 
act of navigation, properly endeavours to give the sailors and ship^ 
ping of Great Britain the monopoly of the trade of their own 
country, in some cases, by absolute prohibitions, and in others by 
heavy burdens upon the shipping of foreign countries. The follow- 
ing arc the principal dispositions of this act. 

First, all ships, of which the owners, masters, and three-fourths of 
the mariners are not British subjects, are prohibited, upon pain of 
forfeiting ship and cargo, from trading to the British setdements and 
plantations, or from being employed in the coasting trade of Great 
Britain.* 

Secondly, a great variety of the most bulky articles of importa- 
tion can be brought into Great Britain only, either in such ships as 
are above described, or in ships of the country where those goods 
are produced, and of which the owners, masters, and three-fourths 
of the mariners, are of that particular country; and when imported 
even in ships of this latter kind, they are subject to double aliens duty. 
If imported in ships of any other country, the penalty is forfeiture of 
ship and goods.* When this act was made, the Dutch were, what 
they still arc, the great carriers of Europe, and by this regulation 
they were entirely excluded from being the carriers to Great 
Britain, or from importing to us the goods of any other European 
country. 

Thirdly, a great variety of the most bulky articles of importation 
are prohibited from being imported, even in British ships, from any 
country but that in which they are produced; under pain of for- 
feiting ship and cargo/ This regulation too was probably intended 
against the Dutch. Holland was then, as now, the great emporium 
for all European goods, and by this regulation, British ships were 
hindered from loading in Holland the goods of any other European 
country. 

Fourthly, salt fish of all kinds, whale-fins, whale-bone, oil, and 
blubber, not caught by and cured on board British vessels, when 

^ [la Car. IL, c, 18, 'An act for the encouraging and increasing of shipping and 
navigation.’} 

■ m X and 6.] 

> [§S 8 and 9. Eds. i and 2 read ‘ship and cargo’. The alteration was probably made 
in order to avoid wearisome repetition of the same phrase in die three paragr^hs.] 

* is 4, which, however, applies to all such goods of foreign growth and maiiiU&cture 
as were forbidden to be imported except in English ships, not only to bulky goods. The 
words ‘great variety of the most bulky articles of importation* occur at the beginning 
of the previous paragraph, and are perhaps copied here by mistake.] 
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imported into Great Britain, are subjected to double aliens duty.^ 
The Dutch, as they are still the principal, were then the oijly fishers 
in Europe that attempted to supply foreign nations witli fish. By 
this regulation, a very heavy burden was laid upon their supplying 
Great Britain. 

a wise act, though When the act of navigation was made, though 
dictated by England and Holland were not actually at war, the! 

ammostty, violent animosity subsisted between the two\ 

nations. It had begun during the government of the long parha- ' 
ment, which first framed this act,^ and it broke out soon after in 
the Dutch wars during that of the Protector and of Charles the 
Second. It is not impossible, therefore, that some of the regulations 
of this famous act may have proceeded from national animosity. 
They are as wise, however, as if they had all been dictated by the 
most dehberate wisdom. National animosity at that particular time 
aimed at the very same object which the most dehberate wisdom 
would have recommended, the diminution of the naval power of 
Holland, the only naval power which could endanger the security 
of England. 

Mudunfapwrable to The act of navigation is not favourable to foreign 
foreign commerce; commerce, or to the gro^vth of that opulence which 
can arise from it. The interest of a nation in its commercial relations 
to foreign nations is, like that of a merchant with regard to the 
different people with whom he dcak, to buy as cheap and to sell as 
dear as possible. But it will be most likely to buy cheap, when by 
the most perfect freedom of trade it encourages all nations to 
bring to it the goods which it has occasion to purchase; and, for the 
same reason, it will be most Hkely to sell dear, when its markets are 
dius filled with the greatest number of buyers. The act of navigation, 
it is true, lays no burden upon fore^n ships that come to export the 
produce of British industry. Even the ancient aliens duty, ^hich 
used to be paid upon all goods exported as well as imported, has, 
by several subsequent acts, been taken off from die greater part of 
die articles of exportation.* But if foreigners, cither by prohibitions 
or high duties, are hindered from coming to sell, they cannot always 
afford to come to buy; because coming -without a cargo, they must 

MS 5d 

* [In 165X, by 'Anactfor tbeiiu^reaseofsMppittgandeQcouragetiient ofthenaviga- 
ti<Hl of nadon,' p. 1449 in the collection of Commonweals Acts.] 

» [By zs OiT. It, c. 6 , 5 I, except on coal. Tbe plural *actt' may re& to renewing 
acts. Andoson, Cmmme, AO. 1672.] 
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lose the freight from their own country to Great Britain. By 
diminishijig the number of sellers, therefore, we necessarily diminish 
that of buyers, and are thus likely not only to buy foreign goods 
dearer, but to sell our own cheaper, than if there was a more perfect 
freedom of trade. As defence, however, is of much more importance 
than opulence, the act of navigation is, perhaps, the wisest of aU the 
commercial regulations of England. 

and (2) when there The Second casc, in which it will generally be 
prtiualf belike advantageous to lay some burden upon forei^ 
home manufacture, for the encouragement of domestic industry, is, 
when some tax is imposed at home upon the produce of the latter. 
In this case, it seems reasonable that an equal tax should be imposed 
upon the like produce of the former. This would not give the 
monopoly of the home market to domestic industry, nor turn 
towards a particular employment a greater share of the stock and 
labour of the coimtry, than what would naturally go to it. It would 
only hinder any part of what would naturally go to it from being 
turned away by the tax, into a less natural direction, and would 
leave the competition between foreign and domestic industry, after 
the tax, as nearly as possible upon the same footing as before it. In 
Great Britain, when any such tax is laid upon the produce of 
domestic industry, it is usual at the same time, in order to stop the 
clamorous complaints of our merchants and manufacturers, that 
they will be undersold at home, to lay a much heavier duty upon 
the importation of all foreign goods of the same kind. 

Some people say This second limitation of the freedom of trade 

that this principle according to some people should, upon some 

occasions, be extended much farther than to the 
on imports to precise foreign commodities which could come into 
competition with those which had been taxed at 
naessarits, home. When the necessaries of hfe have been taxed 

in any country, it becomes proper, they pretend, to tax not only the 
like necessaries of life imported from other countries, but all sorts 
of foreign goods which can come into competition with any thii^ 
f1ia» is the produce of domestic industry. Subsistence, they say, 
necessarily dearer in consequence of such taxes; and the 
price of labour must always rise with the price of die labourm 
subastmee. Every commodity, therefore, which is the produce of 
domestic industry, though not immediately taxed itself bccom« 
dearer in ainsequence of such taxes, because the labour which, 
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produces it becomes so. Such taxes, therefore, are really equivalent, 
they say, to a tax upon every particular commodity pcoduccd at 
home. In order to put domestic upon the same footing vdth foreign 
industry, therefore, it becomes necessary, they think, to lay some 
duty upon every foreign commodity, equal to this enhancement of 
the price of the home commodities with which it can come into 
competition. 

but there is a Whether taxes upon the necessaries of life, such as\ 
difference, those in Great Britain upon^ soap, salt, leather, \ 

candles, &c. necessarily raise the price of labour, and consequently 
that of all other commodities, I shall consider hereafter,* when I 
come to treat of taxes. Supposing, however, in the mean time, that 
they have this effect, and they have it undoubtedly, this general 
enhancement of the price of all commodities, in consequence of that 
of labour, is a case which differs in the two following respects from 
that of a particular commodity, of which the price was enhanced 
by a particular tax immediately imposed upon it. 
since (a) the effect of First, it might always be known with great exact- 

^noTb^exadly^ ^ commodity could 

knoum, be enhanced by such a tax: but how far the general 

enhancement of the price of labour might affect that of every 
different commodity about which labour was employed, could 
never be known with any tolerable exactness. It would be impos- 
sible, therefore, to proportion with any tolerable exactness the tax 
upon every foreign, to this enhancement of the price of every home 
commodity. 

and (b) taxes on Secondly, taxes upon the necessaries of life have 

nearly the same effect upon the circumstances of 
climate: ^cannot the people as a poor soil and a bad climate. Pro- 

visions arc thereby rendered dearer in the same 
capital an un^ / , i i ♦ i 

naimal direction. manner as it It required extraordinary labour and 
expoice to raise diem. As in the natural scarcity arising from sod 
and climate, it would be absurd to direct the people in what man- 
ner they ought to employ their capitals and industry, so is it* like- 
wise in the ardffdal scarcity arising from such taxes. To be left to 
accommodate, as well as they could, their industry to their situation, 
and to find out those employments in which, notwithstanding 
their unfavourable circumstances, they might have some advantage 

^ (Ed. z cotitaint the words beer* here.] 

^ (Bdow, vol. ii., pp. 39^405.1 • {Bd. i reads *it is* J 
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either in the home or in the foreign market, is what in both cases 
would evidently be most for their advantage. To lay a new tax upon 
them, because they are already overburdened wiA taxes, and be- 
cause they already pay too dear for the necessaries of life, to make 
them likewise pay too dear for the greater part of other commodi- 
ties, is certainly a most absurd way of making amends. 

Taxes on necessaries Such taxes, when they have grown up to a certain 
rkhesT^mtrieT^^^ height, are a curse equal to the barrenness of the 
because no others earth and the inclemency of the heavens; and yet 
could support them. ^ richest and most industrious countries 

that they have been most generally imposed. No other countries 
could support so great a disorder. As the strongest bodies only can 
live and enjoy health, under an unwholesome regimen; so the 
nations only, that in every sort of industry have the greatest natural 
and acquired advantages, can subsist and prosper under such taxes. 
Holland is the country in Europe in which they abound most, and 
which from peculiar circumstances continues to prosper, not by 
means of them, as has been most absurdly supposed, but in spite 
of them. 

There are two other As there are two cascs in which it will generally be 
^tTthegenerT^^^ advantageous to lay some burden upon foreign, 
principle: for the encouragement of domestic industry; so 

there are two others in which it may sometimes be a matter of 
deliberation; in the one, how far it is proper to continue the free 
importation of certain foreign goods; and in the other, how far, or 
in what manner, it may be proper to restore that free importation 
after it has been for some time interrupted. 

(1) Retaliation The Case in which it may sometimes be a matter of 
deliberation how far it is proper to continue the free importation of 
certain foreign goods, is, when some foreign nation restrains by high 
duties or prohibitions the importation of some of our manufactures 
into their country. Revenge in this case naturally dictates retaliation, 
and that wc should impose the Hkc duties and prohibitions upon the 
importation of some or all of their manufactures into ours. Nations 
accordingly seldom fail to retaliate in this manner. The French have 
been particularly forward to favour their own manufactures by re- 
straining the importation of such foreign goods as could come into 
competition with them. In this consisted a great part of the policy 
of Mr. Colbert, who, notwithstanding his great abilities, scema in 
this case to have been imposed upon by the sophistry of merchants 
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and manufacturers, who arc always demanding a monopoly against 
their countrymen* It is at present the opinion of the most intelligent 
men in France that his operations of this kind have not been bene- 
ficial to his country* That minister, by the tarif of 1667, imposed 
very high duties upon a great number of foreign manufactures* 
Upon his refusing to moderate them in favour of the Dutch, they 
in 1671 prohibited the importation of the wines, brandies and manu- 
factures of France. The war of 1672 seems to have been in part 
occasioned by this commercial dispute. The peace of Nimeguen 
put an end to it in 1678, by moderating some of those duties in 
favour of the Dutch, who m consequence took off their prohibition. 
It was about the same time that the French and English began 
mutually to oppress each other’s industry, by the like duties and pro- 
hibitions, of which the French, however, seem to have set the first 
example. The spirit of hostility, which has subsisted between the 
two nations ever since, has hitherto hindered them from being 
moderated on either side. In 1697 the English prohibited the impor- 
tation of bonelace, the manufacture of Flanders. The government 
of that country, at that time under the dominion of Spain, pro- 
hibited in return the importation of Enghsh woollens. In 1700, the 
prohibition of importing bonelace into England, was taken off 
upon condition that the importation of Enghsh woollens into 
Flanders should be put on the same footing as before.^ 
may be good policy There may be good poHcy in retaliations of this 
when there is a probabiHty that they will 
oj foreign restraints, procure the repeal of the high duties or prohibi- 
tions complained of. The recovery of a great foreign market will 
generally more than compensate the transitory inconveniency of 
paying dearer during a short time for some sorts of goods. To judge 
wither such retaliations are likely to produce such an c£Fcct,^docs 
not, perhaps, belong so much to the science ofa legislator, whose 
deliberations ought to be governed by general principles which arc 
^ways the same, as to the skill of that insidious and crafty a n i m a l , 
vulgarly called a statesman or poUdeian, whose councils are directed 
by die momentary fluctuadons of adairs. When there is no proba- 
bility that any such repeal can be procured, it seems a bad method of 
compensating die mjory done to certain classes of our people, to do 

^ {The importattem of bone lace was prohibited by 13 and 14 Car. IL, c. 13, and p, 
and in W. IlL, c. 9, was passed to make the prohibition more efiSscttsal. By ti and xa 
W. HL, c. II, it was provided that die prohibition should cease dircc months after 
Bng^di woollen manufactures were readmitted to Handers.} 
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another injury ourselves, not only to those classes, but to^ almost all 
other classes of them. When our neighbours prohibit some manu&c- 
ture of ours, we generally prohibit, not only the same, for that alone 
would seldom affect them considerably, but some other manufac- 
ture of theirs. This may no doubt give encouragement to some par- 
ticular class of workmen among ourselves, and by excluding some 
of their rivals, may enable them to raise their price in the home- 
market. Those workmen, however, who suffered by our neighbours 
prohibition will not be benefited by ours. On the contrary, Aey and 
almost all the other classes of our citizens will thereby be obHged to 
pay dearer than before for certain goods. Every such law, therefore, 
imposes a real tax upon the whole country, not in favour of that 
particular class of workmen who were injured by our neighbours 
prohibition, but of some other class. 

(2) It may be desir^ The case in which it may sometimes be a matter of 

able to introduce j i-i i r • i . . 

freedom of trade by deliberation, how tar, or in what manner, it is 

slow gradations, proper to restore the free importation of foreign 

goods, after it has been for some time interrupted, is, when particu- 
lar manufactures, by means of high duties or prohibitions upon all 
foreign goods which can come into competition with them, have 
been so far extended as to employ a great multitude of hands. 
Humanity may in this case require that the freedom of trade should 
be restored only by slow gradations, and with a good deal of reserve 
and dreumspeaion. Were those high duties and prohibitions taken 
away all at once, cheaper foreign goods of the same kind might be 
poured so fast into the home market, as to deprive all at once many 
But the disorder thousands of OUT people of their ordinary cmploy- 
ouamned by its meat and means of subsistence. The disorder which 

sudden introduction , . . , . . , 111 

tuould be less than is this would occasion might no doubt be very con- 

supposed since siderable. It would in all probability, however, be 

much less than is commonly imagined, for the two foUowing 

reasons: 

(a) fus manufacture First, all those manufilctures, of which any part is 
^^tted^ldbe exported to other European countries 

^€kd: without a bounty, could be very Me affected by 

Ac freest importation of foreign goods. Such manufactures must 
be sold as cheap abroad as any other foreign goods of Ac same 
quality and kind, and consequently must be sold Aeaper at home. 
They would still, Aereforc, keep possession of the home market, 

» [Ed. I reads ‘injury oursdves, both to those dasies and to’.] 
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and though a capricious man of fashion might sometimes prefer 
foreign wares, merely because they were foreign, to cheaper and 
better goods of the same kind that were made at home, this folly 
could, from the nature of things, extend to so few, that it could 
make no sensible impression upon the general employment of the 
people. But a great part of all the different branches of our , 
woollen manufacture, of our tanned leather, and of our hard-ware, | 
are annually exported to other European countries without any i 
bounty, and these are the manufactures which employ the greatest 
number of hands. The silk, perhaps, is the manufacture which 
would suffer the most by this freedom of trade, and after it the 
linen, though the latter much less than the former. 

(b) the people Secondly, though a great number of people should, 
restoring the freedom of trade, be thrown 
easily find another, all at once out of their ordinary employment and 
common method of subsistence, it would by no means follow that 
they would thereby be deprived either of employment or subsis- 
tence. By the reduction of the army and navy at the end of the late 
war, more than a hundred thousand soldiers and seamen, a number 
equal to what is employed in the greatest manufactures, were all at 
once thrown out of their ordinary employment; but, though they 
no doubt suffered some inconveniency, they were not thereby 
deprived of all employment and subsistence. The greater part of the 
seamen, it is probable, gradually betook themselves to the merchant- 
service as they could find occasion, and in the meantime both they 
and the soldiers were absorbed in the great mass of the people, and 
employed in a great variety of occupations. Not only no great con- 
vulsion, but no sensible disorder arose from so great a change in the 
situation of more than a hundred thousand men, all accustomed to 
the use of arms, and many of them to rapine and plunder The 
number of vagrants was scarce any-whcrc sensibly increased oy it, 
even the wages of labour were not reduced by it in any occupation, 
so far as I have been able to learn, except in that of seamen in the 
merchant-service. But if we compare together the habits of a soldier 
and of any sort of manufacturer, we shall find that those of the latter 
do not tend so much to disqualify him from being employed in a 
new trade, as those of the former from being employed in any. The 
manufiteturer has always been accustomed to look for his subsis- 
tence from his labour only: the soldier to expect it from his pay. 
Application and industry have been familiar to the one; idleness and 
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dissipation to the other. But it is surely much easier to change the 
direction of industry from one sort of labour to another, to 
turn idleness and dissipation to any. To the greater part of manufac** 
tures besides, it has already been observed,^ there arc other collateral 
manufactures of so similar a nature, that a workman can easily 
transfer his industry from one of them to another. The greater part 
of such workmen too are occasionally employed in country labour. 
The stock which employed them in a particular manufacture before, 
will still remain in the country to employ an equal number of 
people in some other way. The capital of the country remaining the 
same, the demand for labour will likewise be the same, or very 
nearly the same, though it may be exerted in different places and for 
different occupations. Soldiers and seamen, indeed, when discharged 
from the king’s service, are at Uberty to exercise any trade, within 
any town or place of Great Britain or Ireland.^ Let the same 
especially if the natural liberty of exercising what species of indus- 

poratiom^7he please, be restored to all his majesty’s 

law of settlement subjects, in the same manner as to soldiers and 
were abolished. seamen *, that is, break down the exclusive privileges 

of corporations, and repeal the statute of apprenticeship, both which 
are real encroachments upon natural Uberty, and add to these the 
repeal of the law of settlements, so that a poor workman, when 
thrown out of employment either in one trade or in one place, may 
seek for it in another trade or in another place, without the fear 
either of a prosecution or of a removal, and neither the pubUc nor 
the individuals will suffer much more from the occasional dis- 
banding some particular classes of manufacturers, than from that of 
soldiers. Our manufacturers have no doubt great merit with their 
country, but they cannot have more than those who defend it with 
their blood, nor deserve to be treated with more dcUcacy. 

Private interests are To expect, indeed, that the freedom of trade should 
too strong to allow entirely restored m Great Britain, is as 

absurd as to expect that an Oceana or Utopia’ 
Great Britain. should ever bc cstabUshed in it. Not only the 
prejudices of the pubUc, but what is much more unconquerable, the 
private interests of many individuals, irresistibly oppose it. Were 
the officers of the army to oppose with the same zeal and unanimity 

^ [Above, p. 151.] ^ , . , . ^ 

• [la Car, c. 16; la Ann., st. i, S Ui 3 Oo. HI., c. 8, gave tbs Uberty ader 

ticuUu wars.] 

•'(Ed, r reads ‘Utopea’.] 
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any reduction in the number offerees, with which master manufac- 
turers set themselves against every law that is likely to increase the 
number of their rivals in the home market; were the former to 
animate their soldiers, in the same manner as the latter enflame 
their workmen, to attack with violence and outrage the proposers 
of any such regulation; to attempt to reduce the army would be as 
dangerous as it has now become to attempt to diminish in any re- 
spect the monopoly which our manufacturers have obtained against 
us. This monopoly has so much increased the number of some par- 
ticular tribes of them, that, hke an overgrown standing army, they 
have become formidable to the government, and upon many 
occasions intimidate the legislature. The member of parUament who 
supports every proposal for strengthening this monopoly, is sure to 
acquire not only the reputation of understanding trade, but great 
popularity and influence with an order of men whose numbers and 
wealth render them of great importance. If he opposes them, on the 
contrary, and still more if he has authority enough to be able to 
thwart them, neither the most acknowledged probity, nor the 
highest rank, nor the greatest pubHc services, can protect him from 
the most infamous abuse and detraction, from personal insults, nor 
sometimes from real danger, arising from the insolent outrage of 
furious and disappointed monopolists. 

The fact that equit- ^hc undertaker of a great manuflicture, who, by 
able regard is due to the home markets being suddenly laid open to the 
udwhM^Md^ competition of foreigners, should be obhged to 

capital in Ms busi- abandon his trade, would no doubt suffer very 
comidctably. Bat p« of his cpitj wUd. lad 
ment ef new usually been, employed in purchasing materials and 

numopoUes. paying his workmen, might, without much 

difficulty, perhaps, find another employment. But that par^of it 
whidh was fixed in workhouses, and in the imtruments of trade, 
could scarce be disposed of without considerable loss. The equitable 
regard, dierefote, to bis interest requires that changes of this kind 
should never be introduced suddenly, but slowly, gradually, and 
after a very long warning. The l^islature, were it posable that its 
ddiboadons coffid be always directed, not by the clamorous impor- 
tunity of partial interests, but by an extensive view of die general 
good, ought upon this very accoimt, perhaps, to be particularly 
csoefy neither to establish any new mtmopolies of this Icmd, nor to 
extend ftuther those which arc already establidied. Every sudi r^u- 
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kdon introduces some degree of real disorder into the constitution 
of the state, which it will be difficult afterwards to cute without 
occasioning another disorder. 

Customs duties im- How far it may be proper to impose taxes upon the 
nitJuZ- importetion of foreign goods, in order, not to 
siifererf hem^r. prevent their importation, but to raise a revenue 
for government, I shall consider hereafter when I come to treat of 
taxes.^ Taxes imposed with a view to prevent, or even to dimmish 
importation, are evidently as destructive of the revenue of the 
customs as of the freedom of trade. 

' [Below, vol. ii., pp. 426-431.] 



CHAPTER III 


Of the extraordinary Restraints upon the 
Importation of Goods of almost all Kin( 
from those Countries with which the 
Balance is supposed to be Disadvantageous 


PAST I 

Of the Unreasonableness of those Restraints even upon the Principles of 
the Commercial System^ 

British nstraittis on W extraordinary restraints upon the importa- 
imporis from France tion of goods of almost all kinds, from those 
are an example. particular countries with which the balance of trade 
is supposed to be disadvantageous, is the second expedient by which 
the commercial system proposes to increase the quantity of gold 
and silver. Thus in Great Britain, Silesia lawns may be imported for 
home consumption, upon paying certain duties. But French cam- 
brics and lawns are prohibited to be imported, except into the port 
of London, there to be warehoused for exportation.* Higher duties 
are imposed upon the wines of France dian upon those of Portugal, 
or nuked of any other country. By what is called thf impost 
1692,* a duty of five and twenty per cent., of the rate or value, was 
laid upon all French goods; while the goods of other nations were, 
the greater part of them, subjected to much lighter duties, seldom 
exceeding five per cent. The wine, brandy, salt and vinegar of 
Fmnce were indeed excepted; these commodities bring subjected 
to other heavy duties, either by other laws, or by particular clauses 
df the same law. In 1696, a second duty of twenty-five per cent, the 

^ {Ed* X co&tasni no put headings and does not divide the chanter into parti.] 

> |iS Geo. U., c. 36; 7 Geo. III., c. 43.] • [4 W. and M., c. 5, $ zJ] 
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first not having been thought a sufficient discouragement, was im- 
posed upcyi all French goods, except brandy; together with a new 
duty of five and twenty pounds upon the ton of French wine, and 
another of fifteen poimds upon the ton of French vinegar.^ French 
goods have never been omitted in any of those general subsidies, or 
duties of five per cent., which have been imposed upon all, or the 
greater part of the goods enumerated in the book of rates. If we 
count the one third and two third subsidies as making a complete 
subsidy between them, there have been five of these general 
subsidies;^ so that before the commencement of the present war 
seventy-five per cent, may be considered as the lowest duty, to 
which the greater part of the goods of the growth, produce, or 
manufacture of France were liable. But upon the greater part of 
goods, those duties are equivalent to a prohibition. The French in 
their turn have, I believe, treated our goods and manufactures just 
as hardly; though I am not so well acquainted with the particular 
hardsliips which they have imposed upon them. Those mutual 
restraints hav? put an end to almost all fair commerce between the 
two nations, and smugglers are now the principal importers, cither 
of British goods into France, or of French goods into Great Britain. 
The principles which I have been examining in the foregoing 
chapter took their origin from private interest and the spirit of 
Such restraints are monopoly; thosc which I am going to examine in 
unreasombJe on the from national prejudice and animosity.® They 
mercanHJe%tem, are, accordingly, as might well be expected, still 
since more unreasonable. They are so, even upon the 

principles of the commercial system. 

(i) if free trade with First, though it were certain that in the case of a 

l^rance did lead to an trade between France and England, for exam- 

pie, the balance would be in favour of France, it 
might yet not do so ^ould by no means follow that such a trade would 
be disadvantageous to England, or that the general 


M? and 8 W HI., c. ao; but wine and vinegar were excepted from the general 
increase of 25 per cent, as weU as brandy, upon which the additional duty was ^30 
per ton of single proof and £60 per ton of double proof.] 

* fSeebdow, vol. ih, pp* ^ , i. - • r 

» f Nearlv all the matter from the beginning of the chapter to this point appears first 
in AMtioL and Corrections and ed. 3. Eds. 1 and 2 contain only the first ^tente^ 
Sc chapter and then proceed, Thus in Great Bntam higher duties are laid upon the 
v^o^f France than upon those of Portugal. German linen be impc^ upon 
payittK certain duties; but French linen is altogether probbited. prmaples whidi I 
took their origin from private interest and the of mon^ 

poly; those whkh lam going to examine from national prejudice and amtnosity. ] 

W.N. I~S 
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balance of its whole trade would thereby be turned more against 
it. If the wines of France arc better and cheaper than those of 
Portugal, or its linens than those of Germany, it would be more 
advantageous for Great Britain to purchase both the wine and the 
foreign linen which it had occasion for of France, than of Portugal 
and Germany. Though the value of the annual importations from 
France would thereby be greatly augmented, the value of the whole 
annual importations would be diminished, in proportion as the 
French goods of the same quality were cheaper than those of the 
other two countries. This would be the case, even upon the sup- 
position that the whole French goods imported were to be con- 
sumed in Great Britain. 

( 2 ) a part of French But, secondly, a great part of them might be re- 
fcnVi”' exported to other countries, where, being sold with 
back gold and silver, profit, they might bring back a return equal in 
value, perhaps, to the prime cost of the whole French goods im- 
ported. What has frequently been said of the East India trade^ 
might possibly be true of the French; that though the greater part 
of East India goods were bought with gold and silver, the re- 
exportation of a pan of them to other countries, brought back more 
gold and silver to that which carried on the trade than the prime 
cost of die whole amounted to. One of the most important branches 
of the Dutch trade, at present, consists in the carriage of French 
goods to other European countries. Some pan® even of the French 
wine drank in Great Britain is clandestinely imported from Holland 
and Zealand. If there was either a free trade between France and 
England, or if French goods could be imported upon paying only 
the same duties as those of odier European nations, to be drawn 
back upon exportation, England might have some share of a trade 
which is found so advanU^ieous to Holland. 
and ij) the balance Thirdly, and lasdy, there is no certain criterion by 
cannot be ceriaMy which we can determine on which side what is 
called the balance between any two countries hes, 
or which of them e^orts to die gret^t value. National prejudice 
and animosity, prompted always by the private interest of particu- 
lar trados, are the principles which generally direct our Judgmoit 
upon all questions concemii^ it. There are two criterions, however, 
yAatSk have firequendy been appealed to uptm sudi occasions, the 

* [Sm Andenon, Commene, a.d. 1601 , and tee above, pp. 453-4S3d 

*|Ed. I leads 'a grett pan’.] 
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custom’^honse books custom-housc books and the course of exchange. 
are useless, , custom-house books, I think, it is now gener- 

ally acknowledged, are a very uncertain criterion, on account of 
and the course of inaccuracy of the valuation at which the greater 

exchange is little part of goods are rated in them. The course of 
exchange^ is, perhaps, almost equally so. 

When the exchange between two places, such as London and 
Paris, is at par, it is said to be a sign that the debts due from 
London to Paris arc compensated by those due from Paris to 
London. On the contrary, when a premium is paid at London 
for a bill upon Paris, it is said to be a sign that the debts du^ 
from London to Paris are not compensated by those due from Paris 
to London, but that a balance in money must be sent out from the 
latter place; for the risk, trouble, and expence of exporting which, 
the premium is both demanded and given. But the ordinary state 
of debt and credit between those two cities must necessarily be regu- 
lated, it is said, by the ordinary course of their dealings with one 
another. When neither of them imports from the other to a greater 
amount than it exports to that other, the debts and credits of each 
may compensate one another. But when one of them imports from 
the other to a greater vaJue than it exports to that other,® the former 
necessarily becomes indebted to the latter in a greater sum than 
the latter becomes indebted to it: the debts and credits of each do 
not compensate one another, and money must be sent out from that 
place of which the debts over-balance the credits. The ordinary® 
course of exchange, therefore, being an indication of the ordinary 
state of debt and credit between two places, must likewise be an 
indication of the ordinary course of their exports and imports, as 
these necessarily regulate that state. 

But though the ordinary course of exchange should 
be allowed to be a sufficient indication of the 
ordinary state of debt and credit between any two 
places, it would not from thence follow, that the 
balance of trade was in favour of that place which 
had the ordinary state of debt and credit in its favour. The ordinary 
state of debt and credit between any two places is not always en- 
tirely regulated by the ordinary course of their dealings with one 

^ [£d. 1 reads *The course of exchange, at least as it has hitherto been estimated, is, 
perhaps, almost equaRy so/] 

• [Here and two lines above eds. i and a read ‘it* instead of ‘that other’.] . 

« [Ed, I reads ‘common’.] 


A favourable 
exchange with a 
particular country 
does not prove a 
favourable balance 
with that country. 
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another; but is often influenced by that of the dealings of either with 
many other places. If it is usual, for example, for the morchants of 
England to pay for the goods which they buy of Hamburgh, 
Dantzic, Riga, &c. by bills upon Holland, the ordinary state of debt 
and credit between England and Holland will not be regulated 
entirely by the ordinary course of the dealings of those two coun- 
tries with one another, but will be influenced by that of the dealings 
of England with those other places. England may be obliged to 
send out every year money to Holland, though its amiual exports to 
that country may exceed very much the annual value of its imports 
^rom thence; and though what is called the balance of trade may be 
very much in favour of England.^ 

Besides, the ordinary In the way, besides, in which the par of exchange 
ouhangeTs often hitherto been computed, the ordinary course 

misleading, since of exchange can afford no sufficient indication that 
the ordinary state of debt and credit is in favour of that country 
which seems to have, or which is supposed to have, the ordinary 
course of exchange in its favour: or, in other words, the real ex- 
change may be, and, in fact, often is so very different from the 
computed one, that from the course of the latter, no certain con- 
clusion can, upon many occasions, be drawn concerning that of the 
former. 2 

When for a sum of money paid in England, containing, according 
to the standard of the English mint, a certain number of ounces of 
pure silver, you receive a bill for a sum of money to be paid in 
France, containing, according to the standard of the French mint, 
an equal number of ounces of pure silver, exchange is said to be at 
par between England and France. When you pay more, you arc 
supposed to give a premium, and exchange is said to be against 
England, and in favour of France. When you pay less, you are sup- 
posed to get a premium, and exchange is said to be against France, 
and in favour of England. 

(i) monef is often cannot always judge of the value of 

Mow its nominal the current money of different countries by the 
standard* of their respective mints. In some it is 

^ [Tliis paragraph is absmt in ed. x, but the substance of it occurs in a paragraph lower 
down, omit^ in cd. a and later eds. See below, p. 5 i 3 » 3 .] 

• {in place of this paragraph ed. i reads, ‘But though this doctrine, of which some 
part is, perhaps, not a little doubtful, were supposed ever so certain, the manner in 
whidi the par of exchange has hitherto been computed renders uncertain every con- 
clusion that has ever yet been drawn from it’.] 

• [Ed. I reads ‘standards’ here and seven lines below.] 
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more, in others it is less worn, dipt, and otherwise degenerated from 
that standard. But the value of the current coin of every country, 
compared with that of any other country, is in proportion not to the 
quantity of pure silver which it ought to contain, but to that which 
it actually does contain. Before the reformation of the silver coin in 
king William’s time, exchange between England and Holland, 
computed, in the usual manner, according to the standard of their 
respective mints, was five and twenty per cent, against England. 
But the value of the current coin of England, as we learnt from Mr. 
Lowndes, was at that time rather more than five and twenty per 
cent, below its standard value. ^ The real exchange, therefore, may 
even at that time have been in favour of England, notwithstanding 
the computed exchange was so much against it; a smaller number of 
ounces of pure silver, actually paid in England, may have purchased ' 
a bill for a greater number of ounces of pure silver to be paid in 
Holland, and the man who was supposed to give, may in reality 
have got the premium. The French coin was, before the late refor- 
mation of the English gold coin, much less worn than the English, 
and was, perhaps, two or three per cent, nearer its standard. If the 
computed exchange with France, therefore, was not more than two 
or three per cent, against England, the real exchange might have 
been in its favour. Since the reformation of the gold coin, the 
exchange has been constantly in favour of England, and against 
France. 

{2) coin is some- Secondly, in some countries, the expence of coinage 
tin^s raised by jg defrayed by the government; in others, it is 

scionoraoe above the , ^ i 1 1 • 11 1 - 

value of the bullion defrayed by the private people who carry their 

contained in it, bullion to the mint, and the government even 

derives some revenue from the coinage. In England, it is defrayed 

by the government, and if you carry a pound weight of standard 

silver to the mint, you get back sixty-two shillings, containing a 

pound weight of the like standard silver. In France, a duty of eight 

per cent, is deducted for the coinage, which not only defrays the 

cxpcnce of it, but affords a small revenue to the government.* 

In England, as the coinage costs nothing, the current coin can never 

be much more valuable than the quantity of bulUon which it 

actually contains. In France, the workmanship, as you pay for it, 

J ($e<? above, p. 216.] 

a (This erroneous statement has already been made, vol. i., p. 51; see bebw, vol. ii,. 
p. 61, for details.] 
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adds to the value, in the same manner as to that of wrought plate. A 
sum of French money, therefore, containing a certain weight of 
pure silver, is more valuable than a sum of English money contain- 
ing an equal weight of pure silver, and must require more bullion, 
or other commodities, to purchase it. Though the current coin of 
the two countries, therefore, were equally near the standards of 
their respective mints, a sum of English money could not well pur- 
chase a sum of French money, containing an equal number of 
ounces of pure silver, nor consequently a bill upon France for such 
a sum. If for such a bill no more additional money was paid than 
Ivhat was sufficient to compensate the expcnce of the French coin- 
age, the real exchange might be at par between the two countries, 
their debts and credits might mutually compensate one another, 
while the computed exchange was considerably in favour of France. 
If less than this was paid, the real exchange might be in favour of 
England, while the computed was in favour of France. 
and (j) bank money Thirdly, and lastly, in some places, as at Amstcr- 
hcars an agio. Hamburgh, Venice, &c. foreign bills of ex- 

change are paid in what they call bank money ; while in others, as at 
London, Lisbon, Antwerp, Leghorn, &:c. they are paid in the 
common currency of the country. What is called bank money is 
always of more value than the same nominal sum of common 
currency. A thousand guilders in the bank of Amsterdam, for exam- 
ple, arc of more value than a thousand guilders of Amsterdam 
currency. The difference between them is called the agio of the 
bank,^ which, at Amsterdam, is generally about five per cent. Sup- 
posing the current money of two* countries equally near to the 
standard of their respective mints, and that the one pays foreign 
bills in this common currency, while the other pays them in bank 
money, it is evident that the computed exchange may be in favqpr 
of that which pays in bank money, though the rcalxxchange should 
be in favour of that which pays in current money; for the same 
reason that the computed exchange may be in favour of that which 
pays in better money, or in money nearer to its own standard, 
though the real exchange should be in favour of that which pays in 
worse. The computed exchange, before the late reformation of the 
gold coin, was generally against London with Amsterdam, Ham- 
burgh, Venice, and, I believe, with all other places which pay in 

^ [Already moticioned above, vol. i., p. 349.] 

* [Ed. 2 and later cds. read erroneously *of the two*.] 
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what is called bank money. It will by no means follow, however, 
that the real exchange was against it. Since the reformation of die 
gold coin, it has been in favour of London even with those places. 
The computed exchange has generally been in favour of London 
with Lisbon, Antwerp, Leghorn, and, if you except France, I 
believe, with most other parts of Europe that pay in common 
currency; and it is not improbable that the real exchange was so too. 

Digression concerning Banks of Deposit, particularly concerning that 
. of Amsterdam^ 

Small states must The Currency of a great state, such as France or 
which is of uncertain England, generally consists almost entirely of its 
own coin. Should this currency, therefore, be at 
any time worn, dipt, or otherwise degraded below its standard 
value, the state by a reformation of its coin can effectually re-estab- 
lish its currency. But the currency of a small state, such as Genoa or 
Hamburgh, can seldom consist altogether in its own coin, but must 
be made up, in a great measure, of the coins of all the neighbouring 
states with which its inhabitants have a continual intercourse. Such 
a state, therefore, by reforming its coin, will not always be able to 
reform its currency. If foreign bills of exchange are paid in this 
currency, the uncertain value of any sum, of what is in its own 
nature so uncertain, must render the exchange always very much 
against such a state, its currency being, in all foreign states, neces- 
sarily valued even below what it is worth. 

Banks are then In order to remedy the inconvenience to which 
^mndardmoney^ disadvantageous exchange must have subjected 
regardless of the their merchants, such small states, when they began 
c^^^lZfhhmoncy interest of trade, have frequaidy 

bears an itgio. enacted, that foreign bills of exchange of a certain 
value should be paid, not in common currency, but by an order 
upon, or by a transfer in the books of a certain bank, established 
upon the credit, and under the protection of the state; this bank being 
always obliged to pay, in good and true money, exactly according 
to the standard of the state. The banks of Venice, Gmoa, Amster- 
dam, Hamburgh, and Nuremberg, seem to have been all or^;uiafiy 
established with this view, thoi^h some of them may have after- 
wards been made subservient to other purposes. The money of stidi 
> [See the pre&ce to the ^ ed., above.} 
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banks being better than the common currency of th^ country, 
necessarily bore an agio, which was greater or smaller, aacording as 
the currency was supposed to be more or less degraded below the 
standard of the state. The agio of the bank of Hamburgh, for exam- 
ple, which is said to be commonly about fourteen per cent, is the 
supposed difference between the good standard money of the state, 
and the dipt, worn, and diminished currency poured into it from 
all the neighbouring states. 

Before 160^ the Before 1609 the great quantity of dipt and worn 
common currency of foreign coin, which the extensive trade of Amster- 
per cettL below Clam brought trom all parts 01 Europe, reduced 
the standard. value of its currency about nine per cent, below 

that of good money fresh from the mint. Such money no sooner 
appeared than it was melted down or carried away, as it always is in 
such circumstances. The merchants, with plenty of currency, could 
not always find a sufficient quantity of good money to pay their 
bills of exchange; and the value of those bills, in spite of several 
regulations which were made to prevent it, became in a great 
measure uncertain. 

In order to remedy these inconveniencies, a bank 
was estabhshed in 1609 under the guarantee of the 
city. This bank received both foreign coin, and the 
light and worn coin of the coimtry at its real 
intrinsic value in the good standard money of the 
country, deducting only so much as was necessary for defraying 
the expcnce of coinage, and the other necessary expence of manage- 
ment. For the value which remained, after this small deduction was 
made, it gave a credit in its books. This credit was called bank 
money, which, as it represented money exactly according to the 
standard of the mint, was always of the same real value, ^and 
intrinncally worth more than current money. It was at the same time 
enacted, that all bills drawn upon or negotiated at Amsterdam of the 
value of six hundred guilders and upwards should be paid in bank 
money, which at once took away all uncertainty in the value of 
those bills. Every merchant, in consequence of this regulation, was 
obliged to keep an account with the bank in order to pay his foreign 
bills of excha^e, which necessarily occasioned a certain demand 
for bank money. 

Mmey in the bank money, ovcr and above both its intrinsic 

superiority to currency, and the additional value 


The bank was then 
established to receive 
and pay coin at its 
intrinsic value in 
good standard 
money. 
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also secure and which this demand necessarily gives it, has likewise 
lTthat7nore*an Some Other advantages. It is secure from fire, 
robbery, and other accidents; the city of Amster- 
dam is bound for it; it can be paid away by a simple transfer, vrith- 
out the trouble of counting, or the risk of transporting it from one 
place to another. In consequence of those different advantages, it 
seems from the beginning to have borne an agio, and it is generally 
believed that all the money originally deposited in the bank was 
allowed to remain there, nobody caring to demand payment of a 
debt which he could sell for a premium in the market. By demand- 
ing payment of the bank, the owner of a bank credit would lose this 
premium. As a shilling fresh from the mint will buy no more goods 
in the market than one of our common worn shillings, so the good 
and true money which might be brought from the coffers of the 
bank into those of a private person, being mixed and confounded 
with the common currency of the country, would be of no more 
value than that currency, from which it could no longer be readily 
distinguished. While it remained in the coffers of the bank, its 
superiority was known and ascertained. When it had come into 
those of a private person, its superiority could not well be ascer- 
tained without more trouble than perhaps the difference was worth. 
By being brought from the coffers of the bank, besides, it lost all the 
other advantages of bank money; its security, its easy and safe 
transferability, its use in paying foreign bills of exchange. Over and 
above all this, it could not be brought from those coffers, as it will 
appear by and by, without previously paying for the keeping. 
The battk receives Thosc deposits of coin, or thosc deposits which^ 

bank was bound to restore in coin, constituted 
cltange a credit in the original Capital of the bank, or the whole value 
^peTcmt^^fthe^^ represented by what is called bank 

value. money. At present they are supposed to constitute 

but a very small part of it. In order to facilitate the trade in bullion, 
the bank has been for these many years in the practice of giving 
credit in its books upon deposits of gold and silver buDion. This 
credit is generally about five per cent, below the mint price of such 
bullion. The bank grants at the same time what is called a rccipicc 
It also gives a receipt or receipt, intitling the person who makes the 
which entitles the deposit, or the bearer, to take out the bullion again 

bearer to recover the » 1 . . 1 r • 

bullion on repaying at any time ’Within SIX months, upon retransternng 
1 [Ed. I reads *Thosc deposits of coin, or which’.] 
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^ quantity of bank money ec^ual to that 
cent for silver and for which credit had been given in its books when 
i per cent, for gold, deposit was made, and upon paying one-fourth 
per cent, for the keeping, if the deposit was in silver; and one-half 
per cent, if it was in gold; but at the same time declaring, that in 
default of such payment, and upon the expiration of this term, the 
deposit should belong to the bank at the price at which it had been 
received, or for which credit had been given in the transfer books. 
What is thus paid for the keeping of the deposit may be considered 
as a sort of warehouse rent; and why this warehouse rent should be 
so much dearer for gold than for silver, several different reasons 
have been assigned. The fineness of gold, it has been said, is more 
difficult to be ascertained than that of silver. Frauds are more easily 
practised, and occasion a greater loss in the more precious metal. 
Silver, besides, being the standard metal, the state, it has been said, 
•wishes to encourage more the making of deposits of silver than those 
of gold.^ 

Deposits of bullion are most commonly made when 
the price is somewhat lower than ordinary; and 
they arc taken out again when it happens to rise. 
In Holland the market price of bullion is generally 
above the mint price, for the same reason that it was so in England 
before the late reformation of the gold coin. The difference is said to 
be commonly from about six to sixteen stivers upon the mark, or 
eight ounces of silver of eleven parts fine, and one part alloy. The 
bank price, or the credit which the bank gives for deposits of such 
silver (when made in foreign coin, of which the fineness is well 
known and ascertained, such as Mexico dollars), is twenty-two 
guilden the mark; the mint price is about twenty-three guilders, 
and the market price is from twenty-three guilders six, to tw<5j;ity- 
three guilders sixteen stivers, or from two to three per cent, above 
the mint price.® The proportions between the bank price, the mint 

' (Eds. 1-3 have the more correct but awkward reading ‘than of diosc of gold*.} 

» The foHowing are die prices at which the bank of Amsterdam at present (Septem- 
her 1775) receives bullion and coin of different kinds: 


The receipts are 
generally worth 
something, and are 
renewed at the end 
of each six months. 


SILVER 

Mexico dollars 
French crowns 
English silver coin 
Mmeo dollars new coin - 
Ducatoons - 
Rax dollars - 


}b-: 


Guilders. 

2 i per mark. 


21 10 
3 

2 S 
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price, and the market price of gold bullion, are nearly the same. A 
person can*gcnerally sell his receipt for the difference between the 
mint price of bullion and the market price. A receipt for bullion is 
almost always worth something, and it very seldom happens, there- 
fore, that any body suffers his receipt to expire, or allows his bulhon 
to fall to the bank at the price at which it had been received, cither 
by not taking it out before the end of the six months, or by neglect- 
ing to pay the one-fourth or one-half per cent, in order to obtain 
a new receipt for another six months. This, however, though it 
happens seldom, is said to happen sometimes, and more frequently 
with regard to gold, than with regard to silver, on account of the 
higher warehouse-rent which is paid for the keeping of the more 
precious metal. 


The depositor person who by making a deposit of bullion 

usually parts with obtains both a bank credit and a receipt, pays his 
us receipt. exchange as they become due with his 

bank credit; and either sells or keeps his receipt according as he 
judges that the price of bullion is likely to rise or to fall. The receipt 
and the bank credit seldom keep long together, and there is no 
occasion that they should. The person who has a receipt, and who 
wants to take out bullion, finds always plenty of bank credits, or 
bank money to buy at the ordinary price; and the person who has 
bank money, and wants to take out bullion, finds receipts always in 
equal abundance. 

The bank money The owners of bank credits, and the holders of 
and the receipt receipts, constitute two different sorts of creditors 
value the bullion against the bank. The holder of a receipt cannot 
deposited. draw out the bullion for which it is granted, with- 

out re-assigning to the bank a sum of bank money equal to the 


Bar silver containing fine silver 21 per mark, and in this proportion down to 
i fine, on which 5 guilders arc given. 

Fine bars, 23 per mark. 

GOLD 

Portugal coin 
Guineas 

Louis d’ors new 
Ditto old 

New ducats * - - - - 4 19 8 per ducat. 

Bar or ingot gold is received in proportion to its fineness compared with the above 
foreign gold coin. Upon fine bars the bank gives 340 per naark. In general, however, 
something more is given upon coin of a known fineness, than upon gold and silver bars, 
of which the fineness cannot be ascertained but by a process of mdting and assayit^. 


^ B — 310 per mark. 
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price at which the bullion had. been received. If he has no bank money 
of his own, he must purchase it of those who have it. The owner of 
bank money cannot draw out bullion vrithout producing to the 
bank receipts for the quantity which he wants. If he has none of his 
own, he must buy them of those who have them. The holder of a 
receipt, when he purchases bank money, purchases the power of 
taking out a quantity of bullion, of which the mint price is five per j 
cent, above the bank price. The agio of five per cent, therefore, \ 
which he commonly pays for it, is paid, not for an imaginary, but ) 
for a real value. The owner of bank money, when he purchases a 
receipt, purchases the power of taking out a quantity of bullion of 
which the market price is commonly from two to three per cent, 
above the mint price. The price which he pays for it, therefore, is 
paid likewise for a real value. The price of the receipt, and the price 
of the bank money, compound or make up between them the full 
value or price of the bullion. 

Receipts for current Upon deposits of the coin current in the country, 

coin are also given bank grants receipts likewise as well as bank 

but these are often of i i i ^ • r i r 

no value and are credits; but those receipts are irequently ot no 

allowed to expire, yaluc, and will bring no price in the market. Upon 
ducatoons, for example, which in the currency pass for three guil- 
ders three stivers each, the bank gives a credit of three guilders only, 
or five per cent, below their current value. It grants a receipt like- 
wise intitling the bearer to take out the number of ducatoons de- 
posited at any time within six months, upon paying one-fourth per 
cent, for the keeping. This receipt will frequently bring no price in 
the market. Three guilders bank money generally sell in the market 
for three guilders three stivers, the full value of the ducatoons, if they 
were taken out of the bank; and before they can be taken out, one- " 
fourth per cent, must be paid for the keeping, which would be ijierc 
loss to the holder of the receipt. If the agio of t^c bank, however, 
should at any time fall to three per cent, such receipts might bring 
some price in the market, and might sell for one and three-fourths 
per cent. But the agio of the bank being now generally about five 
per cent, such receipts are frequently allowed to expire, or, as they 
express it, to fall to the bank. The receipts which arc given for de- 
posits of gold ducats fall to it yet more frequently, because a higher 
warehouse-rent, or one half per cent, must be paid for the keeping 
of them before dicy can be taken out again. The five per cent, which 
Ae bank gains, when deposits cither of coin or bullion are allowed 
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to fall to it, may be considered as the warehouse-rent for the per- 
petual ke4>ing of such deposits. 

% ^ money for which the receipts are 

hankmom^for expired must be very considerable. It must coni- 
which the receipts prehend the whole original capital of the bank, 
^snotakrgfpw- which, it is generally supposed, has been allowed 
portion of the whole, to remain there from the time it was first deposited, 
nobody caring either to renew his receipt or to take out his deposit, 
as, for the reasons already assigned, neither the one nor the other 
could be done without loss. But whatever may be the amount of 
this sum, the proportion which it bears to the whole mass of bank 
money is supposed to be very small. The bank of Amsterdam has 
for these many years past been the great warehouse of Europe for 
bullion, for which the receipts arc very seldom allowed to expire, 
or, as they express it, to fall to the bank. The far greater part of the 
bank money, or of the credits upon the books of the bank, is sup- 
posed to have been created, for these many years past, by such 
deposits which the dealers in bullion are continually both making 
and withdrawing. 

This cannot be demand Can be made upon the bank but by 

drawn out of the means of a recipicc or receipt. The smaller mass of 

bank money, for which the receipts are expired, is 
mixed and confounded with the much greater mass for which they 
are still in force; so that, though there may be a considerable sum 
of bank money, for which there are no receipts, there is no specific 
sum or portion of it, which may not at any time be demanded by 
one. The bank cannot be debtor to two persons for the same 
thing; and the owner of bank money who has no receipt, cannot 
demand payment of the bank till he buys one. In ordinary and quiet 
times, he can find no difficulty in getting one to buy at the 
market price, which generally corresponds with the price at which 
he can sell the coin or bullion it intitles him to take out of the 
bank. 

So that if all the It might be Otherwise during a public calamity; an 

^MJe^edto Evasion, for example^ such as that of the French 
for coin in 1672. The owners of bank money being then all 
and bullion receipts ^ of in order to have it 

^^xorhSpHce^ in their own keeping, the demand for receipts 
might raise their price to an exorbitant height. The holders of them 
might form extravagant expectations, and, instead of two or three 


So that if all the 
holders of bank 
money desired to 
exchange it for coin 
and bullion receipts 
might command an 
exorbitant price, 
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an emergency the 
bank would pay out 
money or bullion 
without receipts 
being offered. 
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per cent, demand half the bank money for which credit had been 
given upon the deposits that the receipts had respectively been 
granted for. The enemy, informed of the constitution of the bank, 
but it is supposed in flight cven buy them up, in order to prevent the 
carrying away of the treasure. In such emergencies, 
the bank, it is supposed, would break through its 
ordinary rule of making payment only to the 
holders of receipts. The holders of receipts, who 
had no bank money, must have received within two or three per 
cent, of the value of the deposit for which their respective receipts 
had been granted. The bank, therefore, it is said, would in this case 
make no scruple of paying, either with money or buUion, the 
full value of what the owners of bank money who could get no 
receipts were credited for in its books; paying at the same time two 
or three per cent, to such holders of receipts as had no bank money, 
that being the whole value which in this state of things could justly 
be supposed due to them. 

Of late years the Even in ordinary and quiet times it is the interest of 

the holders of receipts to depress the agio, in order 

sold bank money at . , , ^ . 1111 

5 per cent, agio and Cither to buy bank money (and consequently the bul- 

bought at 4 per unL which thcir receipts would then enable them to 

take out of the bank) so much cheaper, or to sell their receipts to 
those who have bank money, and who want to take out bullion, so 
much dearer; the price of a receipt being generally equal to the 
difference between the market price of bank money, and that of 
the coin or bullion for which the receipt had been granted. It is the 
interest of the owners of bank money, on the contrary, to raise the 
agio, in order either to sell their bank money so much dearer, or to 
buy a receipt so much cheaper. To prevent the stock-jobbing tricks 
which those opposite interests might sometimes occasion, the bank 
has of late years come to the resolution to sell at all times bank money 
for currency, at five per cent, agio, and to buy it in again at four 
per cent. agio. In consequence of this resolution, the agio can never 
cither rise above five, or sink below four per cent, and the propor- 
tion between the market price of bank and that of current money, 
is kept at all times very near to the proportion between their 
intrinsic values. Before this resolution was taken, the market price of 
bank money used sometimes to rise so high as nine per cent, agio, 
and sometimes to sink as low as par, according as opposite interests 
happened to influence the market. 
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It professes lend of Amsterdam professes to lend out no 

out no part ^ the part of what is deposited with it, but, for every 
deposits. guilder for which it gives credit in its books, to 

keep in its repositories the value of a guilder cither in money or 
bullion. That it keeps in its repositories all the money or bullion for 
which there are receipts in force, for which it is at all times liable to 
be caDed upon, and which, in reality, is continually going from it 
and returning to it again, cannot well be doubted. But whether it 
docs so likewise with regard to that part of its capital, for which the 
receipts are long ago expired, for which in ordinary and quiet times 
it cannot be called upon, and which in reality is very likely to 
remain with it for ever, or as long as the States of the United Prov- 
inces subsist, may perhaps appear more uncertain. At Amsterdam, 
however, no point of faith is better established than that for every 
guilder, circulated as bank money, there is a correspondent guilder 
in gold or silver to be found in the treasure of the bank. The city is 
guarantee that it should be so. The bank is under the direction of the 
four reigning burgomasters, who are changed every year. Each new 
set of burgomasters visits the treasure, compares it with the books, 
receives it upon oath, and delivers it over, with the same awful 
solemnity, to the set which succeeds'; and in that sober and religious 
country oaths are not yet disregarded. A rotation of this kind seems 
alone a sufficient security against any practices which cannot 
be avowed. Amidst all the revolutions which faction has ever 
occasioned in the government of Amsterdam, the prevailing 
party has at no time accused their predecessors of infidelity in the 
administration of the bank. No accusation could have affected 
more deeply the reputation and fortune of the disgraced party, 
and if such an accusation could have been supported, we may be 
assured that it would have been brought. In 1672, when the 
French king was at Utrecht, the bank of Amsterdam paid so 
readily as left no doubt of the fidelity with which it had observed 
its engagements. Some of the pieces which were then brought 
from its repositories appeared to have been scorched with the 
fire which happened in the town-house soon after the bank was 
established.* Those pieces, therefore, must have lain there from that 
time. 


• *193. I94‘ The story is doubtless in Voltaire, Sikle de Lorn XIV., 

chap, X.. and IS quoted dience by Anderson .Comwerce, a.d. 1672*! 
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The ammnt of What may be the amount of the treasure in the 
a"s!t^ect of ^ question which has long emp^yed the- 

conjecture. Speculations of the curious. Nothing but conjecture 

can be offered concerning it. It is generally reckoned that there are 
about two thousand people who keep accounts with the bank, and 
allowing them to have, one with another, the value of fifteen 
hundred pounds sterling lying upon their respective accounts (a 
very large allowance), the whole quantity of bank money, and con- 
sequently of treasure in the bank, will amount to about three mil- 
lions sterling, or, at eleven guilders the pound sterling, thirty-three 
millions of guilders;^ a great sum, and sufficient to carry on a very 
extensive circulation; but vastly below the extravagant ideas which 
some people have formed of this treasure. 

The city derives a The city of Amsterdam derives a considerable 

considerable revenue from the bank. Besides what may be called 

revenue from the , , , • i i 

various profits of the warehouse-rent above mentioned, each person, 

the bank. Upon first Opening an account with the bank, pays 

a fee of ten guilders; and for every new account three guilders three 
stivers; for every transfer two stivers; and if the transfer is for less 
than three hundred guilders, six stivers, in order to discourage the 
multiplicity of small transactions. The person who neglects to 
balance his account twice in the year forfeits twenty-five guilders. 
The person who orders a transfer for more than is upon his account, 
is obliged to pay three per cent, for the sum overdrawn, and his 
order is set aside into the bargain. The bank is supposed too to make 
a considerable profit by the sale of the foreign coin or bullion which 
sometimes falls to it by the expiring of receipts, and which is always 
kept till it can be sold with advantage. It makes a profit likewise by 
selling bank money at five per cent, agio, and buying it in at four. 
These different emoluments amount to a good deal more than what 
is necessary for paying the salaries of officers, and defraying tSe 
expence of management. What is paid for the keeping of bullion 
upon receipts, is alone supposed to amoimt to a neat annual revenue 
of between one hundred and fifty thousand and two hundred 
thousand guilders. Public utility, however, and not revenue, was the 
original object of this institution. Its object was to relieve the mer- 
chants firom the inconvenience of a disadvantageous exchange. The 


qN. Magesis, Universal Merchant, cd. Horsley, pp. 3a, 33, who also protests against 
common exaggeration, gives 3,000 as a maximum estimate for the number of 
accounts, and 60,000,000 guilders as the utmost amount of the treasure.] 
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revenue which has arisen from it was unforeseen, and may be con- 
sidered as accidental. But it is now time to return from this long 
digression, into which I have been insensibly led in endeavouring to 
explain the reasons why the exchange between the coimtries which 
pay in what is called bank money, and those which pay in common 
currency, should generally appear to be in favour of the former, and 
against the latter. The former pay in a species of money of which 
the intrinsic value is always the same, and exactly agreeable to the 
standard of their respective mints; the latter in a species of money 
of which the intrinsic value is continually varying, and is almost 
always more or less below that standard.^ 


PART II 


Of the Unreasonableness of those extraordinary Restraints upon other 

Principles^ 

In the foregoing Part of this Chapter I have endeavoured to shew,® 
even upon the principles of the commercial system, how unneces- 
sary it is to lay extraordinary restraints upon the importation of 
goods from those countries with which the balance of trade is 
supposed to be disadvantageous. 

The whole doctrine Nothing, howevcr, can be more absurd than this 
of the balance of wholc doctrine of thc balance of trade, upon which, 

trade ts absurd. these restraints, but almost all the other 

regulations of commerce are founded. When two places trade with 

i[Ed. I rvuis on here as follows, ‘But though the computed exchange must generally 
be in favour of thc former, the real exchange may frequently be in favour of the latter.’] 

* [In place of this part heading (sec above, p. 496, note) ed. i reads, in square-bracketed 
italics, ‘End of the Digression concerning Banks of Deposit’.] 

* [In place of this first line ed, i reads, ‘Though the computed exchange between any 
two places were in every respect the same with the real, it would not always follow 
that what is called the balance of trade was in favour of that place which had the ordin- 
ary course of exchange in its favour. The ordinary course of exchange might, indeed, 
in this case, be a tolerable indication of the ordinary state of debt and credit between 
them, and show which of thc two countries usually had occasion to send out nioney 
to the other. But the ordinary state of debt and credit between any two places is not 
always entirely regulated by the ordinary course of their dealings with one another, 
but is influenced by that of thc dealings of both with many other countriw. If it was 
usual for example, for the merchants of England to pay thc goods whidi they buy 
from Hamburgh. Dantrick, Riga, &c., by bills apon Ho^d, the orduwry sate of 
debt and credit between England and Holland would not be entirely regulated ™ 
OTdinarv course of the dealings of those two countries with one anote, but would be 

by that of England with those other placw. England might, m this case, be 
annually obUged to send out money to Holland, though its ann^ ^rts to 
country exceeded the annual value of its imports from it, and though what ts called die 
balance of trade was very much in favour of En^and. 

‘Hitherto I have been endeavouring to shew. See above, p. $oo, note i.J 
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one another, this doctrine supposes that, if the balance be even, 
neither of them either loses or gains; but if it leans in any degree to 
one side, that one of them loses, and the other gains in proportion 
to its declension from the exact equilibrium. Both suppositions are 
false, A trade which is forced by means of bounties and monopolies, 
may be, and commoiJy is disadvantageous to the country in whose 
favour it is meant to be established, as I shall endeavour to shew 
hereafter.^ But that trade which, without force or constraint, is 
naturally and regularly carried on between any two places, is 
always advantageous, though not always equally so, to both. 

By advantage or gain, I understand, not the increase of the quan- 
tity of gold and silver, but that of the exchangeable value of the 
annual produce of the land and labour of the country, or the in- 
crease of the aimual revenue of its inhabitants. 

Where there is an If the balance be even, and if the trade between the 


^ex^an^constfts^^^ places consist altogether in the exchange of 
wholly of native their native commodities, they will, upon most 
7oun^fs^trad^ occasions, not only both gain, but they will gain 
will j^ain nearly equally, or very near equally: each will in this case 

eiptally. afford a market for a part of the surplus produce of 

the other; each will replace a capital which had been employed in 
raising and preparing for the market^ this part of the surplus prod- 
uce of the other, and which had been distributed among, and given 
revenue and maintenance to a certain number of its inhabitants. 


Some part of the inhabitants of each, therefore, will indirectly 
derive their revenue and maintenance from the other. As the com- 


modities exchanged too are supposed to be of equal value, so the two 
capitals employed in the trade will, upon most occasions, be equal, 
or very nearly equal; and both being employed in raising the native 
commodities of the two countries, the revenue and maintenan^ 
which their distribution will afford to the inhabitants of each will be 


equal, or very nearly equal. This revenue and maintenance, thus 
mutually afforded, will be greater or smaller in proportion to the 
extent of their dealings. If these should annually amount to an hun- 
dred thousand pounds, for example, or to a million on each side, 
each of them would afford an annual revenue in the one case of an 


hundred thousand pounds, in the other, of a million, to the inhabi- 
tants of the other. 


* [Bdaw, vol ii., pp. lo, n.] 

* [Ed. t does not contain *juid preparing for the market’.] 
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If one exported If their trade should be of such a nature that one o£ 

Mothing^t^tiye them exported to the other nothing but native 

commodities, and i .t t i i 

the other nothing commodities, while the returns of that other con- 

hilt foreign, both sistcd altogether in foreign goods; the balance, in 

first would gain this case, would Still DC supposed even, commodi- 

tics being paid for with commodities. They would, 
in this case too, both gain, but they would not gain equally; and the 
inhabitants of the country which exported notliing but native 
commodities would derive the greatest revenue from the trade. If 
England, for example, should import from France nothing but the 
native commodities of that country, and, not having such commodi- 
ties of its own as were in demand there, should annually repay them 
by sending thither a large quantity of foreign goods, tobacco, we 
shall suppose, and East India goods; this trade, though it would give 
some revenue to the inhabitants of both countries, would give more 
to those of France than to those of England. The whole French 
capital annually employed in it would annually be distributed 
among the people of France. But that part of the English capital 
only which was employed in producing the EngUsh commodities 
with which those foreign goods were purchased, would be annually 
distributed among the people of England. The greater part of it 
would replace the capitals which had been employed in Virginia, 
Indostan, and China, and which had given revenue and maintenance 
to the inhabitants of those distant countries. If the capitals were 
equal, or nearly equal, therefore, this employment of the French 
capital would augment much more the revenue of the people of 
France, than that of the English capital would the revenue of the 
people of England. France would in this case carry on a direct 
foreign trade of consumption with England; whereas England 
would carry on a round-about trade of the same kind with France* 
The different effects of a capital employed in the direct, and of one 
employed in the round-about foreign trade of consumption, have 
already been fully explained.^ 

Mixed cases con^ There is not, probably, between any two countries, 

form to the principle, ^ trade which consists altogether in the exchange 
either of native commodities on both sides, or of native commodities 
on one side and of foreign goods on the other. Almost all countries 
exc We with one another partly native and pardy for^ goods* 
That country, however, in whose cargoes there is the greatest 
» (Above, p. 391-] 
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proportion of native, and the least of foreign goods, will always be 
the principal gainer. ; 

It would be no worse If it was not with tobacco and East India goods, but 
gold and silver, that England paid for the 
than in tobacco. commodities annually imported from France, the 
balance, in this case, would be supposed uneven, commodities not 
being paid for with commodities, but with gold and silver. The 
trade, however, would, in this case, as in the foregoing, give some 
revenue to the inhabitants of both countries, but more to those of 
France than to those of England. It would give some revenue to 
those of England. The capital which had been employed in pro- 
ducing the English goods that purchased this gold and silver, the 
capital which had been distributed among, and given revenue to, 
certain inhabitants of England, would thereby be replaced, and 
enabled to continue that employment. The whole capital of England 
would no more be diminished by this exportation of gold and silver, 
than by the exportation of an equal value of any other goods. On 
the contrary, it would, in most cases, be augmented. No goods are 
sent abroad but those for which the demand is supposed to be greater 
abroad than at home, and of which the returns consequently, it is 
expected, will be of more value at home than the commodities ex- 
ported. If the tobacco which, in England, is worth only a hundred 
thousand poimds, when sent to France will purchase wine which is, 
in England, worth a hundred and ten thousand pounds, the ex- 
change will augment the capital of England by ten thousand 
pounds. If a hundred thousand pounds of English gold, in the same 
manner, purchase French wine, which, in England, is worth a hun- 
dred and ten thousand, this exchange will equally augment the 
capital of England by ten thousand pounds. As a merchant who has 
a hundred and ten thousand pounds worth of wine in his cella(, is 
a richer man than he who has only a hundred^housand pounds 
worth of tobacco in his warehouse, so is he likewise a richer man 
than he who has only a hundred thousand pounds worth of gold in 
his coffers. He can put into motion a greater quantity of industry, 
and give revenue, maintenance, and employment, to a greater 
number of people dbian citha* of the other two. But the capital of the 
country is equd to the capitals of all its different inhabitants, and the 
quantity of industry which can be annually maintained in it, is 
equal to what all those different capitals can maintain. Both the 
capital of the country, therefore, and the quantity of industry which 
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can be aj^ually maintained in it, must generally be augmented by 
*this exchange. It would, indeed, be more advantageous for England 
that it could purchase the wines of France with its own hard-ware 
and broad-cloth, than with either the tobacco of Virginia, or the 
gold and silver of Brazil and Peru. A direct foreign trade of con- 
sumption is always more advantageous than a round-about one. 
But a round-about foreign trade of consumption, which is carried 
on with gold and silver, does not seem to be less advantageous than 
any other equally round-about one. Neither is a country which has 
no mines, more likely to be exhausted of gold and silver by this 
annual exportation of those metals, than one which docs not grow 
tobacco by the like annual exportation of that plant. As a country 
which has where-withal to buy tobacco will never be long in want 
of it, so neither will one be long in want of gold and silver which 
has wherewithal to purchase those metals. 

The argtmtents It is a losing trade, it is said, which a workman car- 
whtTtrade alehousc*, and the trade which a 

fallacious. manufacturing nation would naturally carry on 

with a wine country, may be considered as a trade of the same 
nature. I answer, that the trade with the alehouse is not necessarily 
a losing trade. In its own nature it is just as advantageous as any other, 
though, perhaps, somewhat more liable to be abused. The employ- 
ment of a brewer, and even that of a retailer of fermented liquors, 
are as necessary divisions of labour as any other. It will generally be 
more advantageous for a workman to buy of the brewer the 
quantity he has occasion for, than to brew^ it himself, and if he is a 
poor workman, it will generally be more advantageous for him to 
buy it, by little and little, of the retailer, than a large quantity of the 
brewer. He may no doubt buy too much of either, as he may of any 
other dealers in his neighbourhood, of the butcher, if he is a glutton, 
or of the draper, if he affects to be a beau among his companions. It 
is advantageous to the great body of workmen, notwithstanding, 
that all these trades should be free, though this freedom may be 
abused in all of them, and is more likely to be so, perhaps, in some 
than in others. Though individuals, besides, may sometimes ruin 
their fortunes by an excessive consumption of fermented Hquors, 
there seems to be no risk that a nation should do so. Though in every 
country there are many people who spend upon such liquors more 
than they can afford, there arc always many more who spend less. It 

1 [Eds. I and 2 read *make'.] 
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deserved to be remarked too, that, if we consult experipicc, the 
cheapness of wine seems to be a cause, not of drunkemw^, but of 
sobriety. The inhabitants of the wine coimtries are in general the 
soberest people in Europe; witness the Spaniards, the Italians, and 
the inhabitants of the southern provinces of France. People are sel- 
dom guilty of excess in what is their daily fare. Nobody affects the 
character of liberality and good fellowship, by being profuse of a 
liquor which is as cheap as small beer. On the contrary, in the Coun- 
tries which, either from^ excessive heat or cold, produce no grapes, 
and where wine consequently is dear and a rarity, drunkenness is a 
common vice, as among the northern nations, and all those who 
live between the tropics, the negroes, for example, on the coast of 
Guinea. When a French regiment comes from some of the northern 
provinces of France, where wine is somewhat dear, to be quartered 
in the southern, where it is very cheap, the soldiers, I have frequently 
heard it observed, are at first debauched by the cheapness and novelty 
of good wine; but after a few months residence, the greater part of 
them become as sober as the rest of the inhabitants. Were the duties 
upon foreign wines, and the excises upon malt, beer, and ale, to be 
taken away all at once, it might, in the same manner, occasion in 
Great Britain a pretty general and temporary drunkeimess among 
the middling and inferior ranks of people, which would probably 
be soon followed by a permanent and almost universal sobriety. At 
present drunkenness is by no means the vice of people of fashion, or 
of those who can easily afford the most expensive liquors. A gentle- 
man drunk with ale, has scarce ever been seen among us.* The 
restraints upon the wine trade in Great Britain, besides, do not so 
much seem calculated to hinder the people from going, if I may say 
so, to the alehouse, as from going where they can buy the best and 
cheapest liquor. They favour the wine trade of Portugal, and dis- 
courage that of France. The Portuguese, it is said, indeed, are better 
customers for our manufactures than the French, and should there- 
fore be encouraged in preference to them. As they give us their 
The sneaking arts custom, it is pretended, we should give them ours. 
m^f^ve^ieen^ The sneaking arts of underling tradesmen arc thus 
erected into political erected into political maxims for the conduct of a 
maxiim and com^ gract empire; for it is the most underling tradesmen 
source of ^scord only who make it a rule to employ chicny that 
irnkad of unitp. customers. A ^cat trader purchases his goods 

* [Ed. I reads ‘from either’.] • [Lectures, p. 179.] 
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always where they are cheapest and best, without regard to any 
little interfst of this kind. 

By such maxims as these, however, nations have been taught that 
their interest consisted in beggaring all their neighbours. Each 
nation has been made to look with an invidious eye upon the pros- 
perity of all the nations with which it trades, and to consider their 
gain as its own loss. Commerce, which ought naturally to be, 
among nations, as among individuals, a bond of union and friend- 
ship, has become the most fertile source of discord and animosity. 
The capricious ambition of kings and ministers has not, during the 
present and the preceding century, been more fatal to the repose of 
Europe, than the impertinent jealousy of merchants and manu- 
facturers. The violence and injustice of the rulers of mankind is an 
ancient evil, for which, I am afraid, the nature of human affairs can 
scarce admit of a remedy. But the mean rapacity, the monopolizing 
spirit of merchants and manufacturers, who neither are, nor ought 
to be, the rulers of mankind, though it cannot perhaps be corrected, 
may very easily be prevented from disturbing the tranquillity of 
any body but themselves. 

Ue sophistry of monopoly which originally 

merchants inspired both invented and propagated this doctrine, can- 

’f 

founded the common by no means such fools as they who believed it. In 
sense of mankind, every country it always is and must be the interest 
of the great body of the people to buy whatever they want of those 
who sell it cheapest. The proposition is so very manifest, that it seems 
ridiculous to take any pains to prove it; nor could it ever have been 
fplUfl in question, had not the interested sophistry of merchants and 
manufacturers confounded the common sense of m a nkin d. Their 
interest is, in this respect, directly opposite to that of the great body 
of the people. As it is the interest of the freemen of a corporation to 
hinder the rest of the inhabitants from employing any workmen but 
themsdves, so it is the interest of the merchants and manufreturers 
of every country to secure to themselves the monopoly of the home 
market. Hence in Great Britain, and in most other European coun- 
tries, the extraordinary duties upon almost all goods imported by 
alien merchants. Hence the high duties and prohibitions upon all 
those foreign manufretures which can come into comp^tion with 
our own. Hence too the extraordinary restraints upon the imp^ 
tioxir of almost all sorts of goods from those countries vrith .whieh 
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the balance of trade is supposed to be disadvantageous; tl^t is, from 
those against whom national animosity happens to be most violently 
inflamed. 

Wealthy neighbours The wealth of a neighbouring nation, however, 
Tn^olf^l^wefas though dangerous in war and politics, is certainly 
an individual advantageous in trade. In a state of hostility it may 

enable our enemies to maintain fleets and armies superior to our 
own; but in a state of peace and commerce it must likewise enable 
them to exchange with us to a greater value, and to afford a better 
market, either for the immediate produce of our own industry, or 
for whatever is purchased with that produce. As a rich man is 
likely to be a better customer to the industrious people in his 
neighbourhood, than a poor, so is likewise a rich nation. A rich man, 
indeed, who is himself a manufacturer, is a very dangerous neigh- 
bour to all those who deal in the same way. All the rest of the neigh- 
bourhood, however, by far the greatest number, profit by the good 
market which his cxpence affords them. They even profit by his 
underselling the poorer workmen who deal in the same way with 
him. The manufacturers of a rich nation, in the same manner, may 
no doubt be very dangerous rivals to those of their neighbours. This 
very competition, however, is advantageous to the great body of 
the people, who profit greatly besides by the good market which the 
great expence of such a nation affords them in every other way. 
Private people who want to make a fortune, never think of retiring 
to the remote and poor provinces of the country, but resort either 
to the capital, or to some of the great commercial towns. They 
know, that, where little wealth circulates, there is little to be got, 
but that where a great deal is in motion, some share of it may fall 
to them. The same maxims which would in this manner direct the 
common sense of one, or ten, or twenty individuals, should r^u- 
latc the judgment of one, or ten, or twenty millions, and should 
make a whole nation regard the riches of its neighbours, as a prob- 
able cause and occasion for itself to acquire riches. A nation that 
would enrich itself by foreign trade, is certainly most likely to do so 
when its neighbours are all rich, industrious, and commercial 
nations. A great nation surrounded on all sides by wandering 
savages and poor barbarians might, no doubt, acquire riches by the 
cultivation of its own lands, and by its own interior commerce, but 
not by forei^ trade. It seems to have been in this manner that the 
andent Egyptians and the modem Chinese acquired their great 
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wtfalth. Tile andent Egyptians, it is said, neglected foreign com- 
merce,^ the modem Chinese, it is known, hold it in the utmost 
contempt,* and scarce deign tp afford it the decent protection of the 
laws. The modern maxims of foreign commerce, by aiming at the 
impoverishment of all our neighbours, so far as they are capable of 
producing their intended effect, tend to render that very commerce 
insignificant and contemptible. 

The French trade, ^ consequence of these maxims that the com- 

if not restrained, mcrce between France and England has in both 
advantageous to countries been subjected to so many discourage- 

Great Britain than ments and restraints. If those two countries, 
the American. however, were to consider their real interest, 
without either mercantile jealousy or national animosity, the com- 
merce of France might be more advantageous to Great Britain than 
that of any other country, and for the same reason that of Great 
Britain to France. France is the nearest neighbour to Great Britain. 
In the trade between the southern coast of England and the northern 
and north-western coasts of France, the returns might be expected, 
in the same manner as in the inland trade, four, five or six times in 
the year. The capital, therefore, employed in this trade, could in 
each of the two countries keep in motion four, five or six times the 
quantity of industry, and afford employment and subsistence to 
four, five, or six times the number of people, which an equal capital 
could do in the greater part of the other branches of foreign trade. 
Between the parts of France and Great Britain most remote from 
one another, the returns might be expected, at least, once in the 
year, and even this trade would so far be at least equally advanta- 
geous as the greater part of the other branches of our foreign 
European trade. It would be, at least, three times more advan- 
tageous, than the boasted trade with our North American colonies, 
in which the returns were seldom made in less than three years, fire- 
quently not in less than four or five years. France, besides, is sup- 
posed to contain twenty-four millions of inhabitants.* Our North 
American colonies were never supposed to contain more than three 
millions:* And France is a much richer country than North America; 
though, on account of the more unequal distribution of riches, there 
is much more poverty and beggary in the one country, than in the 
other. France therefore could afford a market at least eight times 


1 (Above, p. 389 ] 

» (Sec below, vol ii.. p. 438.] 


* [Bdow, vol. ii., p. 201.] 

* [Sec bdow, vol. ii., p. 475*1 
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more extensive, and, on account of the superior frequency of the 
returns, four and twenty times more advantageous, than |hat whick 
our North American colonies ever afforded. The trade of Great 
Britain would be just as advantageous to France, and, in proportion 
to the wealth, population and proximity of the respective countries, 
would have the same superiority over that which France carries on 
with her own colonics. Such is the very great difference between 
that trade which the wisdom of both nations has thought proper 
to discourage, and that which it has favoured the most. 

But tPie traders of But the very same circumstances which would 
arejMlomrfJa^*^ rendered an open and free commerce between 
other. the two Countries so advantageous to both, have 

occasioned the principal obstructions to that commerce. Being 
neighbours, they arc necessarily enemies, and the wealth and power 
of each becomes, upon that account, more formidable to the other; 
and what would increase the advantage of national friendship, 
serves only to inflame the violence of national animosity. They arc 
both rich and industrious nations; and the merchants and manufac- 
turers of each, dread the competition of the skill and activity of those 
of the other. Mercantile jealousy is excited, and both inflames, and 
is itself inflamed, by the violence of national animosity: And the 
traders of both countries have announced, with all the passionate 
confidence of interested falsehood, the certain ruin of each, in con- 
sequence of that unfavourable balance of trade, which, they pretend, 
would be the infiJlible cflfect of an unrestrained commerce with the 
other. ^ 


No country has ever 
been impoverished 
by an unfavourable 
balance, emd those 
which have the 
freest trade have 
been the most 
enriched by 
foreign trade. 


There is no commercial country in Europe of which 
the approaching ruin has not hrequendy been fore- 
told by the pretended doctors of this system, from 
an unfavourable balance of trade. After all &e 
anxiety, however, which they have excited about 
this, after all the vain attempts of almost all trading 
nations to turn that bdance in their own frvour 


and i^ainst their neighbours, it does not appear that any one nation 
in Europe has been in any respect impoverished by this cause. 
Every tQwn and country, on the contrary, in proportion as they 
have d|^#ed their ports to all nadons, instead of l^g rumed by 
frade, as the principles of the commercial system would 

* pfliis and die preceding paragraph appear fint in Additions and Corrections and 

ed. 3 ] 
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lead ns to expect, have been, enriched by it. Though there are in 
J^uropc, kdeed, a few towns which in some respects deserve the 
name of free ports, there is no country which docs so. Holland, per- 
haps, approaches the nearest to this character of any, though still 
very remote from it; and Holland, it is acknowledged, not only 
derives its whole wealth, but a great part of its necessary subsistence, 
from foreign trade. 

Prosperity and There is another balance, indeed, which has al- 
^Tbakmeo/^ ready been citplained,^ very different from the 
produce and'^ balance of trade, and which, according as it hap- 
consumption, Ijg either favourable or unfavourable, 

necessarily occasions the prosperity or decay of every nation. This 
is the balance of the annual produce and consumption. If the ex- 
changeable value of the annual produce, it has already been observed, 
exceeds that of the annual consumption, the capital of the society 
must annually increase in proportion to this excess. The society in 
this case lives within its revenue, and what is annually saved out of 
its revenue, is naturally added to its capital, and employed so as to 
increase still further the aimual produce. If the exchangeable value 
of the annual produce, on the contrary, fall short of the annual 
consumption, the capital of the society must annually decay in pro- 
portion to this deficiency. The expence of the society in this case 
exceeds its revenue, and necessarily encroaches upon its capital. Its 
capital, therefore, must necessarily decay, and, together with it, the 
exchangeable value of the annual produce of its industry. 
which is auite balance of produce and consumption is en- 

differentfrom the tirely different from, what is called, the balance of 

balance of trade, trade. It might take place in a nation which had no 

foreign trade, but which was entirely separated from all the world. 
It may take place in the whole globe of the earth, of which the 
wealth, population, and improvement may be either gradually 
increasing or gradually decaying. 

and may be con- The balance of produce and consumption may be 
stantly in favour of constantly in favour of a nation, though what is 
hc^^^tradeis Called the balance of trade be generally against it. 
against it, A nation may import to a greater value than it 

exports for half a century, perhaps, together; the gold and silver 
which comes into it during all this time may be all immediately 
sent out of it; its circulating coin may gradually decay, different 

^ [Above, vol. i., p. 359; Lectures, p. 207.] 



524 RESTRAINTS ON IMPoi^TS [bK. IV., CH. IIl]t 

sorts of paper money beii^ substituted in its place, and even the 
debts too which it contracts in the principal nations wit^ whom it 
deals, may be gradually increasing; and yet its real wealth, die 
exchangeable value of the annual produce of its lands and labour, 
may, during the same period, have been increasii^ in a much 
greater proportion. The state of out North American colonies, and 
of the trade which they carried on with Great Britain, before /the 
commencement of the present disturbances,^ may serve as a proof 
that this is by no means an impossible supposition. \ 

^ This paragraph was written in the year 1775. [But not exactly as it stands, since led. 

I reads ‘the late disturbances’ instead of ‘the present disturbances’. We can only con- 
jecture that Smith thought that the disturbances were past either when he was writing 
or when he returned the proof to the printers, or that they would be past by the time 
his book was published. The alteration of ‘late’ to ‘present’ was made in ed. 2, and the 
footnote added in ed. 3. In vol. ii. all eds. read ‘present disturbances’ on pp. 85, 98 and 
130 and ‘late disturbances’ on p. 90. The two expressions could scarcely have been used 
at the same time, so we must suppose that ‘late’ was corrected into ‘present’ on pp. 85, 
98 and 130, or that ‘present’ was corrected into ‘late’ on p. 90, but we cannot tell for 
certain which of the two things happened.] 
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